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Rental Value Insurance 


ENTS OR RENTAL VALUE Insur- 
aan ras first wri By WALTER E. SMITH 


ance was written, as 


nearly as can be determined, fol- 
lowing the Civil War—about 1866. 


: ; types of Time Element forms rep- 
However, any impression that 
, resented only three percent of the 

the market has been well covered =? 
. : beg total fire and allied lines premiums. 
since is errroneous. While accurate ; 
ge It is recognized that adequate 
up-to-date statistics are not avail- 
; ; coverage against loss of rental value 

able, a test made of a fairly recent . : 
‘ , 4 . may be provided by Business Inter- 
five-year period by my companies ee ” ha age 
ak Mae, ruption insurance (including Tui- 

disclosed that Rents insurance rep- 


resented only thirteen and one-half 
percent of all its Time Element 


tion Fees insurance) and indirectly 
by Extra Expense insurance and, 


; unless specifically excluded there- 
business, and that was during a Rash sali 5 
: ‘ : fiat under, by Additional Living Ex- 
period when industry-wide statistics raids 
eo id pense insurance; furthermore, that 
indicated that premiums for all ; ; 

no premium is assigned to the Ren- 


The author—Mr. Smith is secretary of the tal Value coverage, which, In many) 
Phoenix Insurance Co. He joined the com- . —_— . _ = 
seu’ tx MOAE Gauh ean shamns emis eaape states, is included under dwelling 
tary in 1947. Born and educated in New forms, so no statistics are available 
York City. 
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as to the number of dwelling own- 
ers who have partial protection 
under that form. 

It appears evident, from the 
small percentage of premiums writ- 
ten on all Time Element forms, 
there must be thousands upon 
thousands of individuals, partner- 
ships, and corporations that do not 
have this necessary protection and 
are, consequently, prospects for 
Rents or Rental Value insurance. 

Reports from company adjust- 
ment services indicate that a ma- 
jority of those properties which, 
during 1953, were physically dam- 
aged by an insurable peril, were 
either not covered or only partially 
covered against loss of earnings. 


TYPICAL PROSPECTS 


All owners of property who re- 
ceive an income from the rental of 
property, general lessees or tenant 
lessees who have contracted to con- 
tinue payment of rent, regardless 
of damage by fire or other peril, 
and owners of property which they 
also occupy are all prospects. It 
may be said, too, that any prop- 
erty of economic value also has a 
rental value. 

In addition to 
mentioned, those who are respon- 
sible for the management of estates 
which include real property, trust 
departments of banks, for example, 
should be added to any prospect 
list. This is especially important 


prospects just 
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since such people or firms act in a 
fiduciary capacity and have a moral 
responsibility to maintain uninter- 
rupted income from any property 
in their care. 

Countrywide, the most popular 
form today for other than dwelling 
property is the Contribution (or 
Coinsurance) form. This modern 
form requires an amount of insur- 
ance based on the annual rental 
income or rental value of the prop- 
erty. In the major part of the coun- 
try, that basis is gross rental in- 
come or rental value, but in some 
sections, (the Pacific Coast for ex- 
ample) it is permissible in deter- 
mining the basis for coinsurance to 
deduct those expenses of which the 
Insured will be relieved in the 
event of total destruction of the 
property involved. 

Without going too deeply into 
the pros and cons of the philoso- 
phies underlying the two different 
approaches, it should be evident 
that the Pacific Coast approach is 
not an unmixed blessing to the in- 
While it does result in a 
smaller insurance requirements 
than would be called for under the 
gross rents forms, assuming the 
same kind of building, the same 
annual rental value, and the use of 
the same percentage of coinsurance, 
it automatically reduces the amount 
of protection afforded by precisely 
the difference between the two 
amounts. 


sured. 
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That may not be important 
when there is total destruction and 
all of the expenses which have 
been eliminated, in computing the 
amount of insurance required to 
comply with the coinsurance pro- 
vision, are in fact discontinued 
during the entire period required 
for replacement. On the other hand, 
total destruction occurs much less 
frequently than partial destruction. 
When the latter is the case, some 
of the expenses such as watchman 
service, janitor service, heat and 
light which otherwise could be dis- 
continued, must actually be con- 
tinued, in part at least, and the 
policy could be exhausted before 
complete restoration if the period 
required for repairs is of long 
duration. 

To put what has just been said 
another way, it would be neces- 
sary under the Pacific Coast form 
to carry the same amount of in- 
surance as is required under the 
gross rent form to obtain the same 
degree of protection, assuming 
again that similar conditions as to 
rental value, coinsurance, and risk 
prevail. 

Both of the forms just discussed, 
in fact all Rent or Rental Value 
forms, will indemnify the insured 
for actual loss of gross rental in- 
come or rental value of such por- 
tions of the property which are 
made untenantable by a peril in- 
sured against less such charges 
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and expenses as do not necessarily 
continue during the period of un- 
tenantability. 

The period for which the in- 
sured will be indemnified for such 
loss begins on the date of damage 
or destruction and ends when the 
“described building (s)” could, with 
proper diligence, be restored to the 











Walter E. Smith 


same tenantable condition that ex- 
isted before the casualty occurred. 
That period is not limited by the 
expiration of the policy but the 
damage must occur within the term 
of the policy. 

Expenses which the insured may 
incur to hasten replacement or 
restoration or in other ways reduce 
the Rental Value loss that other- 
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wise would be sustained are recov- 
erable under these forms but lim- 
ited to the amount by which the 
rental loss under the policy is re- 
duced. 

Another feature of the modern 
forms is the coverage provided for 
the loss of rental value for a period 
not exceeding two weeks, when 
civil authorities prohibit access to 
the “described building(s)” as the 
direct result of a peril insured 
against, even though no damage 
whatsoever has been sustained by 
the building on which the Rents or 
Rental Value insurance is written. 


SOME RESTRICTIONS 


These forms are liberal but there 
are some restrictions and_ they 
should be explained to the buyer in 
order to avoid any disappointments 
at the time of a loss. No liabilitv 
is assumed for loss resulting from 
electrical injury or disturbance to 
electrical appliances, devices, or 
wiring from artificial causes unless 
there is an ensuing fire, but if fire 
does ensue, the company is liable 
for that proportion of the 
caused by the ensuing fire. Light- 
ning is not an artificial cause and 
any loss resulting therefrom is cov- 


loss 


ered. 

Other exclusions are: 1) any in- 
crease of loss due to local or state 
ordinance or law which prevents 
prompt repair or replacement or 
which requires repair or recon- 
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struction by materials of different 
kind (fire resistive in place of ordi- 
nary brick construction for exam- 
ple) thereby increasing the time 
required to repair or replace the 
damaged or destroyed property; 
2) any increase of loss resulting 
from interference at the “described 
premises” by strikers or other per- 
sons which delays restoration of 
the building(s) or the reoccupancy 
thereof. 


Depending on the territory, other 


forms available are: 


A coinsurance form for risks oc- 
cupied only seasonally; 

A premium adjustment form 
which was introduced primarily to 
take care of the needs of the land- 
lords who lease space to merchants 
on the basis of a percentage of sales 
or a fixed minimum annual rental 
plus a percentage of sales in excess 
of a specified figure; 

A form which limits the insured’s 
recovery to a stated fraction of the 
policy amount per month; and 

A form based on time to rebuild. 
It is the writer’s opinion that the 

last two forms mentioned should 
not, in general, be recommended. 
Too much guesswork! 

The modern gross rental value 
coinsurance forms require only a 
computation based on known facts 

the actual rental income or rental 
value—and a knowledge of how 
long it would take to rebuild in 
order to provide the insured with 
whatever 


positive protection for 


loss of rental value may be sus- 
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All owners of property who receive an income from rental are prospects 


tained, whether the 
volved is only partially damaged or 
totally destroyed by an _ insured 


property in- 


peril. 

The amount of insurance should 
be adequate to cover any foresee- 
able loss. Therefore, in estimating 
the length of time for replacement, 
it is advisable to do so on the lib- 
eral side in order to take care of 
any unlooked-for delays, such as 


may be brought about by bad 
weather conditions during recon- 
struction or the lack of readily 
available building materials. 

The forms that have been men- 
tioned previously are not the only 
ones in use in the different sections 
of the country so the salesman 
should become familiar with those 
applicable to the territory in which 
he operates. Selection of the form 
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best fitted to the insured’s needs is 
important and before a recommen- 
dation is made to the insured the 
conditions of existing leases, if any, 
should be carefully reviewed. 

The successful salesman must be 
familiar, also, with the rules and 
rating formulas applicable to the 
coverage. A study of the fire rating 
organization manual is essential. 
The next step is systematic solicita- 
tion. 


LocicaAL APPROACH 


The most logical approach is the 
preparation of a list of prospects 
from the agent’s own files—clients 
who have neither rents coverage 
nor any of the other time element 
coverages. 

The next step is to arouse the 
interest of these prospects. 

The method of gaining the de- 
sired attention should consider cost 
in relation to possible sales. In 
viewing such cost, it should be 
kept in mind that having once 
made a sale, the business is likely 
to stay on the books indefinitely; 
also, that failure to provide Rents 
or Rental Value insurance to cli- 
ents opens the door to more enter- 
prising competitors. Furthermore, 
if a client suffers an insurable loss, 
the possibility of which was not 
called to his attention previously 
and which could have been cov- 
ered for a relatively modest pre- 
mium, the agent is sure to have a 
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disgruntled customer on his hands. 

To those immediate prospects— 
clients of the agent—a mail cam- 
paign may be found desirable, but 
to be effective, it should be fol- 
lowed up by personal calls. Per- 
sonal solicitation in most cases 
should be limited to other than 
dwelling owners. 

The returns to be expected from 
Rents insurance or _ residential 
property, other than large apart- 
ment buildings, would be too small 
to justify personal calls. However, 
a mail campaign plus the use of 
the telephone as a follow-up will 
bring surprising results from dwell- 
ing owners. 

Some agents have tried the prac- 
tice of enclosing a Rents endorse- 
ment with renewals of insurance 
on the dwelling. Along with the 
renewal is a short note calling at- 
tention to the endorsement, briefly 
explaining the advantages thereof, 
and stating that it may be re- 
turned, within a specified number 
of days, if the insured does not 
wish to pay the slight additional 
cost involved. This method has 
produced good results for a mini- 
mum of effort and expense. 

It may be appropriate to add 
here that complete protection 
against Rental Value loss is not 
necessarily obtained under those 
dwelling property damage forms in 
which such coverage is automati- 
cally included. The amount speci- 
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fied on the dwelling is the limit of 
the company’s liability. Since the 
amount of insurance on the dwell- 
ing is usually somewhat less than 
its value, it follows that the policy 
could easily be exhausted by the 
payment of the property damage 
claim, leaving nothing available for 
any loss of rental value during the 
period required for replacement of 
the property. 


Ap CAMPAIGN 


Any agency should know local 
conditions well enough to prepare 
lists of important property owners 
who are not already clients of the 
agency. To reach these prospects, 
a good plan to follow is local news- 
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paper advertising, followed up by 
a mail campaign, and finally, per- 
sonal solicitation. 

While the percentage of sales to 
this latter group may be smaller 
than to existing clients, the time 
and effort spent will produce 
worthwhile dividends. 

For one thing, the campaign will 
provide opportunities for contacts 
which otherwise might not be 
made. Also, the agent who actually 
provides a form of insurance pro- 
tection which is needed is certain 
to be respected by the insured, and 
more than likely will be consulted 
on any other insurance problems 
of the buyer. From such consulta- 
tion, other business will follow. 


Out West we run into a cowboy being exam- 
ined by an insurance company doctor. “Ever 


had any accidents?” 


“Naw, but oncet a steer stove in three of my 
ribs and another time a pesky rattler dug his 


fangs in my leg.” 


“Don’t you call those accidents?” asked the 


doctor. 


“Heck, no,” replied the cowboy. “Them two 


did it on purpose.” 


—Canadian Underwriter 
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“It’s Sunday, Ed! What do you mean you're going to take a coffee break?” 





In 50 years, aviation has be- 
come a major industry that 
deserves careful study by all 
insurance producers for rea- 
sons outlined so persuasively 
herewith 


Aircraft and Aviation Insurance 


VIATION HAS ONLY JUST cele- 
brated the fiftieth anniversary 
of powered flight. In that relatively 
short span of time, we have pro- 
gressed from that historic “hop” 
aloft at Kitty Hawk to an age of 
jets, supersonic speeds, multi-ton 
transports, helicopters and other 
phenomena of the “air age.” 
Aviation is the largest single in- 
dustry in the United States today 
from the standpoint of personnel 
employed. Expansion has been con- 
tinuous in all phases; military, civil 
transportation, utility. Aviation is 
no longer an important industry 
just “of the future.” It is now also 
an industry “of the present.” 
Insurance has, of course, pro- 
gressed and kept pace with the 
industry. Where once it, like the 
“daredevils” insured, was a ven- 
turesome undertaking, it is now a 


The author—Mr. Chenet is assistant secre- 
tary of the North America Companies, join- 
ing them in 1946. He has been associated 
with aviation and aviation insurance since 
1938. 


By JAMES H. CHENET 
normal adjunct to an insurance 
portfolio and contracts are provided 
in recognizable language in a freely 
competitive market. It must be ad- 
mitted, however, that relatively few 
persons in insurance have had an 
familiar 
This is 


opportunity to become 
with Aviation 
due primarily to the incorrect as- 
sumption that technical knowledge 
of Aviation is a prerequisite to in- 


insurance. 


surance knowledge. 

Before discussing the avenues 
open in Aviation to the producers 
of insurance, then, it would be wise 
to attempt to remove any suspicion 
of mystery from the contracts 
themselves and emphasize, not the 
peculiarities of the contracts and 
the scope of coverages, but the 
similarities of Aviation coverages 
to other forms of property and lia- 
bility insurance. 


What is included in the term 
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“Aviation Insurance?” What are the 
policies written and how are they 
applied? 

Before discussing such policies, 
it might be well to include some re- 
marks concerning aviation compen- 
sation and aviation accident insur- 
ance. Both were formerly included 
within the scope of the aviation 
underwriter and, in some organiza- 
tions—principally aviation under- 
writing pools and groups—are still 
in that category. The trend, how- 
ever, especially with companies 
writing aviation as independents, is 
to steer aviation compensation in- 
surance into the company’s com- 
pensation department, under the 
supervision of compensation “ex- 


perts,” and to place the rapidly 
growing aviation accident insur- 
ance in the accident and health 
department where it is developed 
and produced by accident under- 
writers and specialists. 


Most PorpuLarR 


Handling of accident and com- 
pensation insurance in their re- 
spective departments also adds the 
advantage of being able to consoli- 
date each under one policy with 
the non-aviation exposures of the 
same line, for the same insured. 

Here are the most popular avia- 
tion policies—and a brief descrip- 
tion of each. 

1. Aircraft “hull” policies—early 
aviation insurers borrowed some 
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marine names and phrases in orig- 
inating their contracts. Most of 
these phrases have since been re- 
placed or disappeared, but a >w 
words remain. Hence, the frequ nt 
reference to “hulls.” This is the pol- 
icy covering damage to the airplane 
itself. Individual perils are available 
but underwriters are now encour- 
aging the broader forms of compre- 
hensive coverage. Therefore, most 
aircraft today are insured for one 
of the following: 

a. Fire, lightning, explosion 
under all circumstances except 
following crash, and transporta- 
tion. 

b. All risks of physical damage 
while not in flight—and fire in 
flight. 

ce. All risks of physical dam- 
age—in flight or not in flight. 
The first coverage, (a), is de- 

signed as a limited form of pro- 
tection, sometimes as a_ storage 
cover. Individual perils of wind, 
hail, theft, taxiing, etc. may be 
added. The second coverage, (b), 
is designed as complete protection 
for everything except “in flight” 
collision (crash). The third cover- 
age, (c), provides complete protec- 
tion including crash. 

2. Aircraft liability policies — 
these are the third-party liability 
contracts issued for the protection 
of both owner and operator of the 
aircraft. The contract is very simi- 
lar, in appearance and substance, 
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to the automobile liability contract. 
The principal coverages are: 

a. Bodily injury liability ex- 
cluding passengers. 

b. Passenger bodily injury lia- 
bility. 

c. Property damage liability. 
Immediately apparent is the prin- 

cipal dissimilarity to other liability 
contracts, that bodily injury lia- 
bility is divided into “excluding 
passenger liability” and “including 
passenger liability.” This division 
was originally used to provide an 
economical form of liability pro- 
tection to those who did not choose 
to protect their liability to their 
guest passengers. 

Though passenger liability is 
more frequently carried today, ef- 
forts of underwriters to combine 
passenger and non-passenger bodily 
injury liability are resisted. 

Other coverages are also avail- 
able under aircraft liability con- 
tracts: 

d. Medical Payments (passen- 
gers and crew). 

e. Weekly indemnity (passen- 
gers and crew). 

f. Voluntary or “admitted” 
payments for death and dismem- 
berment. 

8. Airport premises liability pol- 
icy. Here again is a third-party 
liability contract not entirely dis- 
similar to a policy in much more 
common use—the ordinary OLT 
policy. The airport liability policy 


AIRCRAFT AND AVIATION 


INSURANCE ll 


protects the liability of the owner 
or operator of the airport, or both. 
The coverages are the standard 
bodily injury liability and property 
damage liability. The policy may 
be issued to cover the entire airport 
premises or, in the case of a ten- 
ant, only that portion which is un- 
der the insured’s control. 


James H. Chenet 


An important addition to this 
policy is products liability to in- 
clude the exposures existing from 
sales of gasoline and oil, of serv- 
ices and repairs, of new and used 
aircraft as well as from the oper- 
ation of restaurants, snack bars, etc. 

4. Hangerkeeper’s liability pol- 
icy. This form is similar to the 
garagekeeper’s liability policy and 
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is designed to protect the bailee’s 
legal liability for property (air- 
craft) in their care or custody for 
repair, storage or service. 

In addition to the above policies 
there are others written less fre- 
quently, such as airmeet liability 
and even parachutists liability and 
other specific forms drawn to fill a 
specific need. 

Now, let’s examine the market 
for selling these policies—where 
producers find prospects for Avi- 
ation Insurance. 

1. Airlines — Discussion of air- 
lines insurance availability will be 
minimized since they are few in 
number and large and complex by 
nature. There are 29 “Trunk” and 


Local Service 


Growth 
Year % 
PASSENGER REVENUES: 
(dollar volume in millions) 
1953 $23.3 215 


19.8 168 
1951 16.3 120 
1950 10.3 39 
1949 7.4 


1952 


“Local Service” airlines engaged in 
domestic passenger carrying in the 
United States today. The principal 
differences between a “Trunk” and 
“Local Service” (formerly identi- 
fied as “Feeder”) airline are in the 
size of the territory covered, the 
size of the cities receiving such 
service, and the distance between 
those cities. Generally, local serv- 
ice airlines are designed to “feed” 
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traffic from smaller cities and towns 
into the larger cities which are 
serviced by the trunk lines. Airlines 
have shown a distinct trend toward 
consolidation and that trend is ac- 
tively encouraged by the govern- 
ment, in the cause of economy of 
operation. Therefore, we cannot ex- 
the 
scheduled 


pect to see any increase in 


number of certificated 
airlines but will probably see a 
fewer number in the coming years. 
That the airline participation in our 
transportation system will continue 
its spectacular growth, however, 
may be immediately seen from a 
review of the following brief study 
of airline activity during the past 


5 years: 


Domestic Trunk 
Growth 
Year % 


1953 
1952 
1951 
1950 
1949 


$782.2 107 
671.3 78 
570.3 51 
430.1 i+ 
378.1 


Aid” — This is a 


term used by aviation underwrit- 


2. “Industrial 


ers and producers to describe the 
fastest growing and, excluding air- 
lines, probably the most important 
class of aircraft owner—corpora- 
tions buying and using aircraft as 
an aid to their industrial pursuits. 
Carrying guests and employees, 
rushing urgently needed materials 
and records from one location to 
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Aviation insurance is an important part of the general insurance picture 


another, minimizing lost travel time 
of executives—these and other uses 
prove the value of the airplane to 
these corporations. There were over 
10,000 business planes in opera- 
tion at the end of 1953-—ten times 
as many as the 1056 domestic 
scheduled airline planes in opera- 
tion. About $200,000,000 is now 
invested in business aircraft, and 
annually $75,000,000 is spent in 


maintenance and operation of them. 

A large percentage of these air- 
craft are twin engine—and a few 
are even in the larger four engine 
class—ranging in value anywhere 
from $40,000 to $250,000 — and 
some even higher! Full hull and 
liability insurance on these aircraft 
produce attractive premiums and 
commissions. Many aircraft manu- 
facturers are now pointing design 
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and production to this group. The 
future possibilities are almost un- 
limited in comparison with today’s 
usage. Firms which as recently as 
four or five years ago experimental- 
ly purchased one aircraft now own 
and operate fleets of five and six. 
Notable in the fleet operating class 
are many domestic and worldwide 
oil companies with fleets of 20 and 
80 aircraft. 


PERSONAL AIRCRAFT 


Added to these but not included 
in the total figures are the thou- 
sands of company representatives, 
salesmen, executives and employees 
who personally own smaller air- 
craft which they use for both busi- 
ness and pleasure. Aircraft manu- 
facturers are emphasizing safety 
and utility to further capture this 
potential market. 

A noted authority in the indus- 
try, William P. Lear, board chair- 
man of Lear, Inc., predicted the 
sale of 80,000 corporate planes 
within 10 years! In a recent ad- 
dress he stated, “The corporation 
plane is a business machine just 
like a typewriter. Industry has 
found many uses for this type of 
plane and will continue to employ 
it... .” Mr. Lear went on to 
predict that a lower cost airplane 
with certain technical improve- 
ments might bring about selling 
as high as 400,000 aircraft by 1964. 

In addition to the present impor- 
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tance of this class of business be- 
cause of size, and of the tremen- 
dous potential, it must also be 
noted that corporate ownership of 
aircraft presents a most attractive 
insurance risk from a safety view. 
In the great majority of cases good 
salaries are paid to secure the best 
pilots available, all modern radio 
and navigation equipment, regard- 
less of cost, is obtained and main- 
tenance of the machine itself is con- 
sistently in search of near perfec- 
tion. 

Here then, in the corporate air- 
plane-owner field, the “Industrial 
Aid” class, is a present and future 
market for good insurance well 
worthy of the attention of produc- 
ers. 

8. Private Owner — Individuals 
who own personal aircraft used pri- 
marily for pleasure or jointly for 
pleasure and as an aid to business, 
are termed “private owners” and 
are an important factor in the avi- 
ation industry, hence are also im- 
portant to the insurance producer. 
“Flying farmers” are included in 
this group and are an important 
and growing part of it. According 
to a recent official government sur- 
vey there are slightly less than 100,- 
000 aircraft registered in the United 
States today. The majority of these 
aircraft are privately owned. Again, 
manufacturing improvements in 
safety and design are constantly at- 
tracting more customers for private 
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aircraft. Every city and town has 
at least one airport nearby and 
every airport houses several pri- 
vately owned aircraft. These are 
insurance sales prospects! 

4. Airport Owners and operators 
—Individuals, corporations and mu- 
nicipalities owning and operating 
land used for aircraft operations 
are definite prospects for airport 
liability insurance and products 
liability insurance for the goods and 
services sold on the premises. 

5. Commercial Operators—These 
are flying schools and flying serv- 
ices, “fixed base” operators, sales 
and service agencies and repair 
organizations. All are engaged in 
full time aviation activities and are 
definitely in need of comprehen- 
sive survey of insurance needs. 

6. Manufacturers—Aircraft man- 
ufacturers are relatively few in 
number but can be sizable in re- 
spect of insurance needs. Notable 
in this class is the latest contem- 
plated transport which is the first 
venture of a U. S. manufacturer in 
the jet transport field. The follow- 
ing quoted press report gives some 
indication of the size of their proto- 
type and its relation to insurance: 
“Insuring of the Boeing Model 367- 
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80, known as the 707 turbojet pro- 
totype, has set an all-time high 
record for aviation underwriters 
and represents about three times 
the amount ever before covered on 
a single airplane, it has been re- 
vealed. 

“The world aviation insurance 
market faced the problem of writ- 
ing $6,500,000 all-risk hull insur- 
ance on the new airplane during 
ground and flight tests, which it is 
anticipated will require two and a 
half years to complete.” 

This was accomplished, and in 
very short time, which seems to il- 
lustrate the flexibility and capacity 
of today’s aviation insurance mar- 
ket. 

To summarize, then, we find that 
aviation insurance is now an impor- 
tant part of the general insurance 
picture. Contracts are written for 
property and liability coverages in 
surprising similarity to other lines. 
Corporate ownership of aircraft has 
grown to important size and future 
growth is predicted to continue at 
the same rapid pace. In fact, all 
phases of aviation, each year, year 
after year, have grown, expanded 
and improved. There is every indi- 
cation that this will continue. 


rs 


Use what talents you possess: the woods would 
be very silent if no birds sang there except those 


who sang best. 





¢ Producers will find useful and 
usable sales convincers in the 
authoritative review of major 
casualty coverages herewith— 
from prewar 1939 through 
1953 


Trend of Casualty Rates 


T THE CLOSE OF 1953, country- 
A average rates for 
major lines of casualty coverage 
written by stock insurance com- 
panies had risen only 31 percent 
above the prewar level. 

In contrast, 
for goods and services, as meas- 
ured by the U. S. Bureau of Labor 
Statistics, soared upward 92 per- 
cent during the same period. 

Here, specifically, is what hap- 
pened to rates for these various 


wide six 


consumers’ prices 


lines of casualty insurance during 
the period from 1939 to the end 
of 1953. 

On the average, workmen’s com- 
pensation insurance rates, for all 
the states where private insurance 
carriers write this coverage, were 
reduced the equivalent of 36 per- 
cent below the prewar level on the 


The author—Mr. Leslie has been gencral 
manager of the National Bureau of Casualty 
Underwriters since 1936. From 1923-29 he 
served as general manager of the National 
Council of Compensation Insurance, later 
became executive vice president of Asso- 
ciated Indemnity Corp. of San Francisco. 
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basis of the same benefits to work- 
ers then prevailing. However, 
benefits payable by insurance com- 
panies to workers covered by com- 
pensation insurance were approx- 
imately 36 percent higher than in 
1939, and even taking these in- 
creased benefits into consideration 
the rates paid by business and in- 
dustry still averaged 13 percent 
below the prewar level. 

Rates for burglary, theft and 
robbery insurance also were re- 
duced; these declined an average 
of 2 percent. 

Boiler and machinery rates on 
the average moved up 26 percent. 

General liability insurance rates 
rose an average of 35 percent, 
although, as is explained later, 
some coverages were priced below 
and others above the prewar level. 

Rates for automobile _ liability 
insurance—bodily injury and prop- 
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erty damage combined—rose 59 
percent. 

Glass insurance rates increased 
an average of 90 percent. 

Weighted on the basis of pre- 
mium volume, the changes in rates 
for the six casualty lines resulted 
in an average increase of 31 per 
cent on an equivalent coverag 
basis. 

For all 


insurance 


states combined where 


private carriers write 
workmen’s 


age, the average rates were steadily 


compensation cover- 
reduced year after year from 1939 
through 1950, despite higher ben- 
efits that were provided for work 
ers by legislative action. In 1951 
and 1952 rates moved upward but 
they still remained well below pre 
war. The reduction in the rate 
level from 1939 through 1953 is 
primarily attributable to a marked 
decline in industrial injury fre- 
quency and severity and to higher 
payrolls. 

To a large extent the improved 
industrial accident experience since 


the prewar period has undoubtedly 
been due to the industrial accident 
prevention activities of the insur- 
the safety 


ance and 
programs sponsored and planned 
by them and put into effect by the 


industrial 


companies 


managements of com- 


panies. 

Despite the increases in auto 
mobile _ liability rates 
that had to be put into effect dur- 


insurance 


TREND OF CASUALTY RATES 


ing recent countrywide 
average rates of stock companies 
for automobile bodily injury and 
damage liability insur- 


years, 


property 
ance were only 59 percent above 
the prewar level. 

Until 1947 automobile liability 
were well below 


insurance rates 


those prevailing during the pre- 


William Leslie 


war period. In 1942 when the war 


brought gasoline rationing and 


other restrictions on automobile 
use, the insurance companies vol- 
untarily reduced rates as much as 
This 


basis of 


40 percent. reduction was 


made on the judgment 
because prewar experience was of 
little value in wartime ratemaking. 


Toward the end of 1945, after 
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restrictions on motoring were lifted, 
rates were increased but they were 
raised only about half way to the 
prewar level. Experience subse- 
quently demonstrated that the in- 
crease was too conservative. When 
the rates were revised it had been 
anticipated that the return to full 
peacetime operation of automo- 
biles would be slower than it 
actually turned out to be. Also, 
inasmuch as rates were based pri- 
marily on the insurance companies’ 
experience for prior periods, the 
new rates could not anticipate the 
extent to which the removal of 
price controls and the pressure of 
inflation were later to push claim 
costs upward. 


Ciaims Costs 


The big increase in hospital and 
medical costs and the marked rise 
in the size of verdicts rendered in 
liability suits since the prewar pe- 
riod naturally helped to raise the 
average cost of claims for bodily 
injury. Charges for hospital care 
rose about 200 percent and the 
average verdict for the plaintiff in 
jury trials in the New York State 
Supreme Court, for example, in- 
creased 154 percent during this 
period, while jury awards in other 
areas followed an upward trend. 
The rise in the size of verdicts, of 
course, has had its influence upon 
the amounts at which bodily injury 
claims are settled. 
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The rise in the average cost of 
settling property damage claims is 
attributable chiefly to the effect of 
inflation. The costs of automobiles 
and bills for repairing them have 
soared upward. Prices of new auto- 
mobiles climbed about 160 percent 
above what they were in the pre- 
war period. Automobile repair costs 
—parts and labor—jumped about 
150 percent during the same pe- 
riod. The modern design of cars 
has also been a factor in higher 
claim costs for property damage 
because changes in car design have 
resulted in increased repair costs 
of damaged parts. 

While rates for general liability 
insurance at the close of 1953 were 
up an average of 35 percent, some 
coverages in this line were priced 
below and others above the pre- 
war level. For example, rates for 
owners, landlords’ and_ tenants’ 
liability insurance and elevator in- 
surance rose above the prewar 
level, while manufacturers’ and 
contractors’ liability insurance and 
product liability insurance rates 
declined below the prewar level. 


INFLATIONARY FACTORS 


Inflation—higher hospital costs, 
medical expenses and jury awards, 
for instance—has been a factor 
tending to increase claim costs 
under all general liability cover- 
ages. 

While the trend of claim costs 
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was upward, reductions could be 
made in manufacturers’ and con- 
tractors’ liability insurance rates 
because premiums are based on 
payrolls, and since payrolls in- 
creased as a result of inflationary 
conditions premiums also rose and 
helped to offset increased claim 
costs. Rates for product liability 
insurance also could be reduced 
because premiums are based on 
sales, which also rose as a result 
of inflationary conditions. 


Fixep BasEs 


On the other hand, premiums for 
owners’, landlords’ and _ tenants’ 
liability insurance are calculated 
on area and frontage and for ele- 
vator insurance on each elevator. 
These are fixed exposure bases and 
therefore premiums for these forms 
of general liability insurance do 
not automatically increase to offset 
the effect of higher claim costs 
which result from inflationary con- 
ditions. 

During World War II, the crime 
rate declined and burglary, theft 
and robbery rates were reduced, 
dropping finally in 1945 to a point 
almost 15 percent below the pre- 
war level. But with the end of the 
war the crime rate started climbing 
again and insurance rates rose ac- 
cordingly. At the end of 1953, the 
countrywide average rates were still 
2 percent below the prewar level. 

But burglary continues to be a 
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growing problem. The incidence 
of this crime is on the rise. It in- 
creased more than 25 percent from 
1948 to 1953; and in the latter 
year it rose 8 percent above 1952. 
Burglaries of homes, business 
houses and other buildings, accord- 
ing to the Federal Bureau of In- 
vestigation, numbered more than 
479,000, or more than 1,300 a day, 
in 1953. 

Boiler and machinery insurance 
covers, in general, the occurrence 
of accidents peculiar to boilers, 
pressure vessels and machines. By 
direct damage coverage the in- 
surance companies afford protec- 
tion against accidents that might 
occur to the equipment and also 
physical loss resulting in damage 
to property and injury or death suf- 
fered by the public. By use and oc- 
cupancy insurance, indemnity is 
provided to the insured for loss 
due to an interruption of normal 
business; and by consequential cov- 
erage protection is afforded against 
loss due to spoilage of product. 

The 26 percent average increase 
in boiler and machinery insurance 
rates over the prewar level is 
attributable to inflation. Inspection 
costs take a large part of the in- 
surance companies’ premium in- 
come, and these costs have in- 
creased. 

Since direct damage rates are 
on a per unit basis, the premium 
does not automatically move up- 
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ward to reflect inflationary effects, 
such as increases in the value and 
consequently in the repair and re- 
placement costs of the insured ob- 
jects. 

There has been a trend in recent 
years to develop large and com- 
plex single industrial units with 
the result that when such a unit 
breaks down the shutdown is more 
extensive than would be the case 
were several smaller units involved. 

Higher labor and material costs 
have also tended to increase the 
amount of extra paid 
under a policy for repair work 
frequently involving overtime pay 
schedules—in order to prevent bus- 


expense 


iness stoppage or reduce its dura- 
tion. 


Gass INSURANCE 


From 1939 to 1946, glass insur- 
ance rates followed a fairly even 
course. They dropped slightly—less 
than 1 percent—in 1940; 
percent above the prewar level in 
1942; and continued practically 
unchanged until 1946. In Novem- 
ber of that year, when the Office of 
Price Administration relinquished 
controls over glass prices, the cost 
of replacement began to increase 
steadily and sharply. Since 1946, 


rose 2 
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replacement cost of glass in the 
New York metropolitan area, for 
example, increased 90 percent. 
This means that a glass replace- 
ment job that cost $100 when con- 
trols were effective, cost about 
$190 in 1953. 
Inasmuch as 
rates are directly related to replace- 
ment costs, it is not surprising that 
the rates moved upward. This ex- 


glass insurance 


plains the average countrywide rise 
in glass insurance rates to 90 per- 
cent above the prewar level. 

The writing of glass insurance 
was unprofitable from 1936 until 
1948. The shift to the profit side 
in the latter year was due to the 
discontinuance in 1947 of the writ- 
ing of three-year policies on glass, 
except for residence glass. This 
move was taken because it was im- 
possible to forecast replacement 
costs and it was essential that rate 
revisions reflecting actual replace- 
ment cost changes be realized more 
quickly, Since inflationary forces 
are still active and there is no cer- 
tain prospect of costs leveling off, 
it appears that the writing of glass 
insurance on an annual basis to re- 
flect changes in costs promptly will 
be continued in the foreseeable fu- 
ture. 
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If you make your job important, it is quite 
likely to return the favor. 
—Fireman’s Fund Record 





Employers unconsciously resist 
the idea of bonding employ- 
ees, yet the sad fact is that 
many a_ successful business 
has been ruined by dishonest 
employees 


Dishonesty—the Achilles’ Heel 


—\ VERY MAN HAS SOME LARCENY 
KR in his soul”. That statement 
was made by an operator of the 
“Keeler Polygraph” more common- 
ly known as the “Lie Detector.” 

Fortunately, or unfortunately, 
not everyone shares the belief that 
every man is a potential thief. Yet 
on the other hand, not everyone 
has the opportunity of testing this 
supposition with a machine. The 
ordinary businessman cannot af- 
ford to adopt this attitude if he 
expects to succeed in his business. 
The prudent businessman _never- 
theless protects himself against pos- 
sible loss, through misplaced confi- 
dence, in his dealings with custo- 
recognized 


mers by methods of 


prior investigation, credit reports, 


etc. 
He makes sure that he is prop- 


The author—Mr. Zimmerman is assistant 
secretary of the Surety Association of Amer- 
ica, joining the Towner Rating Bureau in 
1936. He entered insurance with the U.S. 
Fidc lity and Guaranty Co. in 1923. For many 
years, he has been on faculty of the School 
of Insurance. 
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erly protected against losses arising 
out of insurable hazards and fol- 
lows his agent’s or broker’s recom- 
mendations for an adequate pro- 
gram of insurance protection. Yet 
Fidelity 


Insurance 


the question of 
Dishonesty 


when 
Bonds or 
arises there seems to be an uncon- 
scious resistance. Naturally, every 
employer reposes full confidence 
in the honesty and integrity of his 
employees. He must rely on his 
employees in order to operate his 
business successfully yet the sad 
that 
successful business has been ruined 


fact is many an otherwise 
through the dishonesty of a trusted 
employee, the “Achilles’ heel” or 
vulnerable spot in insurance pro- 
tection. 

Why should there be any ques- 
tion about the desirability or neces- 
sity of a fidelity bond? All officers 
and employees of banks are bond- 
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ed. All stock and bond brokers, 
securities dealers and financial in- 
stitutions of all kinds such as sav- 
ings and loan associations, credit 
unions, etc., bond their employees. 
The Federal government, state 
governments, county and city gov- 
ernments require persons in posi- 
tions of trust and responsibility to 
be bonded. The railroads and most 
large corporate employers bond all 
their officers and employees. Offi- 
cers of labor unions, fraternal 
orders, civic associations, boards 
of trade, chambers of commerce 
are usually bonded. Trustees and 
officers and employees of charitable 
and religious organizations are 


bonded. In all these cases, it is not 
regarded as any reflection on the 


character or honesty of the persons 
involved. It is just a matter of 
sound, proper administrative pro- 
cedure. 


PostTIONS OF TRUST 


Persons who have been honored 
with an appointment or election 
to some public office or to some 
executive position in a fraternal 
society or civic association take it 
for granted that they will be 
bonded. In some cases the posting 
of the bond is a prerequisite to 
their installation in the position; 
its requirement a matter of pride 
and accomplishment. 

The practice of bonding em- 
ployees is certainly not new al- 
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though dishonesty insurance as 
known today is comparatively new 
and is erroneously regarded as a 
“sideline” in the field of insurance. 
Fidelity bonds issued by corporate 
surety companies have been in ex- 
istence since about 1879. One rea- 
son for the rather slow develop- 
ment of dishonesty insurance is 
attributable to the unconscious re- 
sistance on the part of the em- 
ployer to the idea of bonding his 
employees. Another reason is the 
apparent reluctance on the part of 
the Agent or Broker to suggest 
such coverage. 

The sad truth is that no amount 
of supervision or system of book- 
keeping and accounting can pre- 
vent a dishonesty loss and often 
the most trusted employee causes 
the loss, after long years of ap- 
parently faithful service. That is 
why it is imperative that the agent 
or broker impress upon his client 
the desirability and necessity of 
carrying Dishonesty Insurance. 

Admittedly, so called “big busi- 
ness” has long since seen the ad- 
vantages and realized the benefits 
of fidelity bonds. But what about 
small business? Well, so-called 
“small business” is actually the big- 
gest business in the United States. 
Statistics indicate that 96 percent 
of our 4,212,000 business enter- 
prises (excluding farms and pro- 
fessional offices) are small busi- 
nesses. They account for nearly 
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half of the value of all goods and 
services. This “small business” ac- 
tivity is the large area in which 
the agent or broker can play a vital 
role. The protection of the assets 
of this important segment of the 
business and economic life of the 
country is the agent’s responsibility. 
The assets of all business flows 
through the hands of the officers 
and employees of “big” and “little” 
business organizations. It was re- 
cently estimated that more workers 
are now busy manufacturing, dis- 
tributing, processing, selling, serv- 
icing and farming for more people 
than ever before. This means that 
the exposure to loss, by acts of 
dishonest employees, is greater 
than ever before. The agent or 
broker, therefore, should increase 
his efforts, not only to sell a fidelity 
bond to the employer who now has 
none, but also and equally im- 
portant, to increase the amount 
and improve the form of fidelity 
coverage now carried. 

In the early days of corporate 
suretyship, every fidelity bond 
written covered a specific individ- 
ual for a specific amount and to 
this day this is known as an “Indi- 
vidual Fidelity Bond.” As time 
went on it was found more con- 
venient, in the case of larger em- 
ployers, to issue a so-called “Fidel- 
ity Schedule Bond” in which the 
names of the employees bonded 
and their respective bond amounts 
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are listed in a schedule attached 
to the bond. In these types of 
bonds it is necessary, of course, 
that the insured notify the surety 
of any change in the status of the 
bonded employee and the surety 
must consent thereto by written 
Later, another form of 

bond adopted to 


notice. 


schedule was 











Peter A. Zimmerman 


cover any employee, occupying a 
bonded position and this was des- 
ignated the “Position Schedule 
Bond.” This enabled the insured 
to replace employees in a bonded 
position without invalidating the 
coverage and reduced the number 
of “notices” and “acceptances” 
that were exchanged. It is impor- 
tant to note that in all of the fore- 
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going forms, it is still incumbent 
on the insured and the agent acting 
as his adviser to determine which 
employees or positions are to be 
bonded and to establish the amount 
of coverage to be applicable in 
each case. 
AUTOMATIC PROTECTION 

In 1926 a broad form of blanket 
fidelity coverage was made avail- 
able, known as the “Primary Com- 
mercial Blanket Bond.” This form 
eliminated all the details of “no- 
tices and acceptances” and _ re- 
moved the worry or guesswork of 
deciding who should be bonded 
and for how much. Without going 
too deeply into the technicalities, 
that this gave 
automatic protection 


suffice it to say 
the insured 
against any dishonest acts of all 
his employees without exception, 
for a uniform amount, without any 
obligation on his part to notify 
the surety of any changes in per- 
This eliminated 
crimination as between employees 


sonnel. also dis- 
who were to be bonded and those 
who were not. It boiled down to 
a question only, of how much 
blanket protection was adequate 
for the particular insured. This can 
be resolved only by determining 
how much premium the insured 
is willing or able to pay for the 
coverage. 

The Primary Commercial Blank- 
et Bond covers dishonest acts of 
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all employees committed while it 
is in force, for a uniform amount, 
but the amount recoverable in the 
event of loss, regardless of the 
number of employees involved in 
the loss, is in no event greater than 
the amount of the bond. The bond 
reinstates itself, after payment of 
loss to its full amount of the bond 
reinstate- 
premium, always 
available for payment of any prior 
unrelated 


payment of a 
and is 


without 
ment 
or subsequent losses 
created by any other employee or 
employees committed and discov- 
ered during the term of the bond. 
Losses that occurred during the 
term of any prior bonds, if con- 
tinuously in force covering the 
employee or employees involved, 
are also covered. Losses discovered 
and reported within one year after 
the cancellation of the bond are 
also covered if falling within the 
terms of the bond. This bond is 
available in a minimum amount of 
$10,000 and in multiples of $2,500 
up to $25,000 and beyond that in 
multiples of $5,000 in any amount 
desired. 

In 1928 a variation of the origi- 
nal Blanket Fidelity Bond was in- 
troduced and named the “Blanket 
Position Bond.” The important 
difference between this form and 
the earlier version is the amount 
recoverable under the bond in the 
event of a “collusive” loss. By this 
is meant a conspiracy between or 
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Exposure to loss, by acts of dishonest employees, is greater than ever 


umong two or more employees, 
who, in loss 
through this 
form, if the employer can identify 


each of the employees involved in 


create a 
acts. In 


collusion, 
dishonest 


the loss, it is possible to recover 
up to the amount of the bond on 
each participating emplovee. An- 
other difference is that the mini- 
mum $2,500 
and it is available in multiples of 


amount of bond is 


$2,500 up to $25,000 and in mul- 
tiples of $5,000 up to a maximum 
amount of $100,000. There is pro- 
vision for discovery within two 
years after cancellation of the bond 
and recovery for losses resulting 
from dishonest acts of employees 
committed during the term of the 
bond or any prior bond if continu- 
ously in force on the employee 


involved. 
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Specific coverage on key per- 
sonnel in excess of the uniform 
blanket amount can be carried. 
Where large amounts of blanket 
coverage are desired, the Blanket 
Position Bond and the Primary 
Commercial Blanket Bond can be 
issued in combination as primary 
and excess coverage. 

In line with the present day 
trend toward so-called “package 
policies” these forms of blanket 
fidelity coverages are available as 
optional insuring agreements of 
the Comprehensive Dishonesty 
Disappearance and_ Destruction 
Policy, commonly called the 3-D 
Policy. This policy combines in 
one instrument the equivalent cov- 


erages of either form of Blanket 


Fidelity Bond under Insuring 
Agreement I, the Broad Form 
Money and Securities Policy under 
Insuring Agreements II and III, a 
Safe Deposit Box policy under 
Insuring Agreement IV and a De- 
positors Forgery Bond under In- 
suring Agreement V. 


INDIVIDUAL REQUIREMENTS 


In other words, there is a type 
and amount and form of fidelity 
coverage available to suit the indi- 
vidual requirements of any and 
all insureds and the coverage can 
be arranged to fit the premium 
budget limitations of the insured. 

In considering the premium 
budgetary limitations of prospec- 


September 


tive insureds, it is appropriate to 
consider the comparative cost of the 
various types of fidelity coverages. 
The rates for Individual or Sched- 
ule Fidelity Bonds on “unclassified 
risks” start at $5.00 per M per 
annum per person or position. This 
graduates downward based on the 
total amount of such bonds car- 
ried by the same insured. Where 
a total of $100,000 of such cover- 
age is carried, the risk is automati- 
cally eligible for experience rating 
which will produce a rate of be- 
tween $3.00 per M per annum and 
$2.25 per M per annum depend- 
ing upon its experience. Larger 
amounts of this coverage are sub- 
ject to similar rate treatment at a 
lower rate level. 

Most other rates are contained 
in one of seven “Classified Rate 
Tables.” The majority of risks fall- 
ing into this group are subject to 
a dual rate, one applicable to “In- 
side” or “Administrative” employ- 
ees and another applicable to 
“Outside” or “Store” employees. 
In most cases, the “Inside” em- 
ployees are subject to the sliding 
scale rate starting at $5.00 per M 
previously mentioned, whereas 
“Outside” or “Store” employees 
are subject to a sliding scale start- 
ing at $12.00 per M graduating 
downward as volume increases. 

The annual premium for each 
Blanket Fidelity Bond is predi- 
cated on an employee classification 
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breakdown by position. All officers 
and employees having certain re- 
sponsibilities or who handle or 
have custody of money or securi- 
ties or merchandise are designated 
as “Class A” employees. Another 
group embraces those employees 
who do not regularly handle mon- 
ey, securities or merchandise but 
act as stenographers, typists, file 
clerks and general subordinate of- 
fice personnel and are designated 
as “Class B” employees. The re- 
mainder of the personnel such as 
wage-earners, factory workers, la- 
borers and the like are designated 
as “Class C” employees. 


FoLLow PATTERN 


There are certain specific posi- 


tion classifications referred to in 
the manual for each of these groups 
but they follow in general the pat- 
tern as just outlined. A table of 
basic premium charges is provided 
beginning with a minimum annual 
charge of $53.55 for 5 or less 
“Class A” employees for the mini- 
mum Blanket Position Bond of 
$2,500 or an average annual charge 
of only $10.71 each. The annual 
charge for each “Class B” em- 
ployee is $.85 and no charge is 
made for “Class C” employees. A 
similar table is provided for the 
Primary Commercial Blanket Bond. 
The minimum bond amount on this 
form is $10,000 and the minimum 
annual charge for four or less 
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Class A employees is $81.00 or an 
average annual charge of only 
$16.20 each. The annual charge for 
each “Class B” employee on this 
form is $.81 and there is no charge 
for “Class C” employees. 
Insureds whose business falls 
into one of the various “classified” 
categories, are subject to a per- 
centage surcharge or discount ap- 
plicable only to the “Class A” em- 
ployee premium charge. In lieu 
of a percentage surcharge, some 
lines of business require the sep- 
aration of the personnel into a 
fourth employee group designated 
as “Special Class A” on whom a 
separate charge is made, because 
of their duties and responsibilities. 
This charge amounts to only $12.75 
or $12.15 annually for each of 
these employees under the respec- 
tive forms of blanket bonds regard- 
less of the amount of the bond. 
From the foregoing it will be 
observed that the per capita charge 
on the “Class A” or “Special Class 
A” employees is a very moderate 
charge. The premium for the Class 
B employees is only a. nominal 
charge while C employees are in- 
cluded without charge. Thus, all 
employees are covered under a 
blanket bond without complaint 
from the Insured for the cost of 
covering such positions as he would 
normally consider least hazardous 
or least likely to cause a loss. 
Naturally, a larger number of 
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“Class A” employees will produce 
a larger premium but the per 
capita cost for “Class A” 
employee becomes correspondingly 


each 
lower as their number increases. 
Larger bond amounts also call for 
an increase in the basic charge for 
each “Class A” employee but here 
again the rate of increase is gradu- 
ated downward as the amount of 
bond increases. When it is realized 
that all 
(including officers in the case of 


employees are covered 


a corporate employer) and 
average the cost per employee on 
the total of “Class A, B and C” 
employees, it will be found that 


you 


the per capita cost, regardless of 
bond amount, is astoundingly low. 
Furthermore, no adjustment of 


premium is necessary during the 


year for normal increases or de- 


creases in personnel. 
PERCENTAGE REDUCTION 


Finally, all Blanket Fidelity Bond 
premiums of over $150 per annum 
are subject to an experience rating 
plan under which a clear experi- 
ence entitles the insured to a per- 
centage reduction from that part 
of the basic annual premium that 
is in excess of $150. These reduc- 
tions amount to as much as 20 per- 
cent or more of the annual pre- 
mium. 

All these coverages can be writ- 
ten on a three-year term basis and 
if premium is paid in advance, 


September 


the term premium is two and one- 
half times the annual premium. 
Even on a term basis, no adjust- 
ment in premium is contemplated 
in connection with normal fluctua- 
tions in Establishing 
the premium on a term basis en- 
ables the insured to maintain the 
cost of his Fidelity coverage at a 
definite level and relieves both the 
insured and the agent of any con- 
cern regarding the status of the 
coverage during the three year 


personnel. 


term. 
UNLIMITED ASSISTANCE 


The generally are 
eager to write Fidelity bonds and 


companies 


will offer almost unlimited assist- 
ance encouragement to the 
agent or broker that has a prospec- 


and 


tive insured. The data that is re- 
quired is quite simple and easy 
to develop. The underwriter is in- 
terested first in the nature of the 
insured’s business, next in the form 
of coverage desired, Individual 
Schedule or Blanket Fidelity Bonds. 
In order to quote on these propos- 
als a list of the employees to be 
bonded specifically or a complete 
list of all employees, if a blanket 
bond _ is should be ob- 
tained. In the latter case, the list 
should show the position occupied 
by each employee. As a matter of 
fact, a blanket quotation 
should be submitted in nearly all 
cases as the comparative difference 


desired, 


bond 
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in cost between specific coverage 
and blanket 
small 


coverage becomes 
the 


amount of specific coverage in- 


very as number and 
creases. The final determination o! 
the kind of coverage to be carried, 
the number of employees to be 
and the amount of the 
bond will rest on what the insured 


can afford to pay. Regardless of 


cove ed 


other factors, that is how all forms 
of insurance are sold once the in- 
and _ the are both 
aware and convinced of the im 
portance and necessity of the cov- 


sured agent 


erage. 


E 


ee 


ACHILLES HEEL 


9 


- 


9 


We have endeavored to point 
out that the insured needs the cov- 
erage, that it is not expensive, that 
his objections can be overcome but 
in the final analysis it is the agent 
or broker and he alone that can 
really do the job of selling this 
coverage. 

What good is all the other in- 
surance protection that an insured 
carries, if one or more dishonest 
employees causes a loss, not cov 
ered by a bond, that bankrupts the 
insured and wipes him out com- 
pletely? 





real money-maker for ther 


pictures are convincing! 





Are You Missing a Bet? 


Many agents have found the NEWS IN PICTURES 


feature in the center spread of this magazine to be a 


When talking to prospects, agents have found it very 
effective as a sales clincher. They snap the center sec- 


tion out and open right before the prospect’s eyes—the 


We think you will find the new arrangement of 


pp. 31-34 even more convincing. 











ublications 





Copies may be obtained by 
writing to: Accident Prevention 
Department, Association of 
Casualty and Surety Companies, 
60 John Street, N. Y. 38. 





“It Can’t Happen to Us”—A comic- 
book style publication, suitable as an 
enclosure, warning that automobile 
accidents can and do happen to any- 
one. Its message is directed to the 
family and shows how Mr. Average’s 
careless and irresponsible driving ac- 
counts for 38,000 persons killed each 
year in traffic accidents, Color ill., 14 
pp., 6” x 9”. $45.00 per 1,000 with- 
out imprint, slightly higher imprinted. 
Large quantity prices quoted on re- 
quest. 


o. 


“Has the Dream Become a Night- 
mare?”—A traffic safety promotional 
pamphlet prepared by but not iden- 
tified with the American Petroleum 


Industries Committee, designed to 
carry the purchaser's own imprint. 
Emphasizing the theme, “Safe driv- 
ers make safe highways,” the pam- 
phlet quotes expert opinions on speed 
and superhighway travel as related to 
the increasing traffic accident and 
death experience on improved high- 
ways. Cover ill., three-fold, 5%” x 8%”. 


, 2 F 


“Your Guide to Safety as a Retail 
LP-Gas Delivery and Serviceman”— 
This pamphlet is an excellent com- 
panion publication to “LP-Gas—Safe 
Handling and Use,” for distribution to 
and use by the retail LP-gas delivery 
and serviceman. It is at this point that 
much can be done to prevent acci- 
dents. The pamphlet outlines in detail 
the proper methods of installing con- 
tainers and cylinders for domestic 
supply and the illustrations show the 
recommended clearances of storage 
containers from structures and prop- 
erty lines, windows and doors of 
cylinder systems. The pamphlet also 
treats with the transportation and de- 
livery of the gas in tank truck and 
cylinder. 24 pp., 3%” x 5%”, ill., $3.50 
per 100. 


- © ¢ 


“LP-Gas—Safe Handling and Use”— 
This pamphlet has been designed to 
provide authoritative information for 
engineers and laymen alike on the 
storage and handling of the gas at 
domestic, industrial, utility and bulk 
distribution installations. Transporta- 
tion and distribution of LP-gas from 
producer to consumer and its use as a 
fuel for automotive vehicles is also 
covered. 60pp., 6” x 9”, illustrated 
with tables and diagrams, 25 cents per 
copy, $17.50 per 100. 
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Liability of Storekeeper—As a cus- 
tomer was leaving a grocery store he 
fell over a small express wagon on the 
sidewalk just outside the store en- 
trance, and was injured. Boys were in 
the habit of congregating outside the 
store with such wagons to solicit cus- 
tomers of the store to cart their bun- 
dles. The storekeeper knew of this 
practice but made no persistent efforts 
to control the situation. The injured 
customer sued the store and recovered 
a $1,200 judgment on the jury’s ver- 
dict in his favor. The appellate court 
affirmed the judgment. (Horner v. 
Penn Fruit Co. (Pennsylvania 1951) 
82 A. 2d. 318.) 
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Liability of Tenant—Two storekeepers 
who were tenants occupying the first 
floor of a building brought suit against 
the tenant who occupied the second 
floor for manufacturing purposes for 
damage to their merchandise caused 
by water seeping into their stores 
through the ceiling from a defective 
toilet on the second floor. The second 
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31 


VY 
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floor tenant had known of the defec- 
tive condition for some time and had 
complained about it to the landlord 
several times. Judgment was granted 
in favor of the storekeepers, and was 
affirmed on appeal. (House v. Schrei- 
ber (Pennsylvania 1951) 82 A. 2d. 
594. ) 


7 7 7 


Liability of Innkeeper—A 69 year old 
woman, who had been a guest in a 
hotel for over two years, was moving 
a Morris chair in her room when her 
foot in some manner got caught under- 
neath the chair on a protruding coil 
spring, causing her to fall and fracture 
her wrist. She had previously com- 
plained to the hotel manager about 
the condition of the chair. In her suit 
against the hotel to recover damages 
for the injury, the jury brought in a 
verdict for $12,500 in her favor. The 
Appellate Court ordered a reduction 
in the recovery to $10,000 and af- 
firmed the judgment. (Lonnecker v. 
Borris (Missouri 1951) 245 S.W. 2d. 
53. ) 





GALE WINDS whipped flames through business 
district of Winnipeg in fire that raged eleven 
hours uncontrolled for estimated damage of five 
million dollars. 


A FIRE 


lhe Casualty& 
Surety Journal 


BABY TORNADO hit Ellington, Conn., and 
wrecked this farmer’s barn as well as reducing 
an eight-room house nearby to splinters, badly 
injuring two occupants. 


A MARYLAND mill and feed plant was totally destro 
by fire, as well as adjacent railroad station, cau 
$750,000 damage and delaying Washington-bound tre 
for hours. 


STORM Y 


POWER PLANT near Boones, lowa, was flooded 

boiler blew up when Des Moines River went on rampa 
Railroad service had to be suspended when plant 

lost. 





is South Philadelphia home, 
uring eight persons including three gas company 
ployees making repairs. The windows in a 4-block 
lea were smashed. 


A EXPLOSION 


ae, Z 


DODEN PLANKING of this .bayou bridge collapsed 
r Bradenton, Fla., when heavy trailer-truck loaded 

oranges for canning plant started across. Workmen 
hoved oranges to lift truck. 


A HUGE reinforced concrete tank filled with 
liquid clay burst and caused this damage at 
a Buffalo cement plant, injuring 13, six of 
them seriously. 


The Casualty & 
Surety. Journal 


MOTOR VEHICLE Y¥ 


COLLISION OF bus and car at intersection in 
Portland, Ore., caused bus to careen into 
nearby house, which was extensively damaged. 
One death, four injuries. 
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American FIRE INSURANCE 
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e Progressive producers are con- 
stantly seeking more effective 
tools; ‘tailor-made’ Inland Ma- 
rine forms offer a lucrative 
source for both service and 
profit 


Tailor-Made Inland Marine Forms 


progressive insurance pro- 
ducer is constantly seeking newer 
and improved tools—while, of 
course, still retaining the basic 
“screw-driver—hammer-saw” items. 
In this effort, he is especially alert 
for risks written under fire or other 
specific policies, or which are com- 
pletely uninsured, which could be 
more advantageously or more com 
pletely protected under a most 
effective tool, namely specially 
drawn or “tailor-made” Inland Ma- 
rine forms. The purpose of this 
article is to discuss this not-so-well- 
known area of Inland Marine in- 
surance, in the sincere hope pro- 
ducers will not only come upon 
ideas to improve existing insur- 
ance but also find avenues of ac- 
quiring risks presently uninsured. 
In most states the underwriting 


Ly THE MODERN MECHANIC, the 


The author—Mr. Brill is assistant manager 
of the inland marine, burglary and glass 
department of the Royal-Liverpool Insurance 
Group. He is a member of board of directors 
and former skipper of the New York 
Mariners Club. 





By EVERETT J. BRILL 





powers of the Inland Marine under- 
writer are set forth in a document 
entitled “Nation- Wide Marine 
Definition.” This new and liberal- 
ized “Definition” was adopted by 
the National Association of Insur- 
ance Commissioners on June 12, 
1953 and has since been accepted 
and put into effect in some 36 
States, and Puerto Rico (some 
modification of the basic document 
has been made by 7 of these 
States). It supersedes a similar 
“Definition” which had been in ef- 
fect for over 20 years. 

The “Definition” not only per- 
mits the writing of specified types 
of floater policies (such as Jewelry, 
Fur, Fine Arts, etc.) but also con- 
tains various sections outlining, in 
more general terms, the types of 
risks which may be written as In- 
land Marine. A careful reading of 
this document will show the great 
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variety of risks that can be so writ- 
ten and the great production po- 
tentialities inherent therein. 

Of the many types of risks per- 
mitted to be there are 
many which are not under the ju- 
risdiction of 


written, 
any rating bureau, 
principally because such risks vary 
so greatly from one to another that 
they do not permit of standardiza- 
tion of policy form or rating pro- 
cedures. Therefore, the Inland Ma- 
rine may deal with 
such risks on a very flexible basis 
both as to rate and form. The in- 
dividual policy may be truly “tailor 
made” to fit the peculiarities of the 
particular risk. This “tailoring” 
would usually be done by the Com- 


underwriter 


pany with the assistance and ad- 
vice of the agent or broker. 
Summing it up, then. 


1. There is great production po- 
tential in the risks permitted to be 
written as Inland Marine under the 


new “Definition” — particularly in 
the “tailor-made” field. 

2. As used in this 
“tailor-made” policy would have 
the following characteristics: 

a. The risk would be eligible 
under the “Definition” 

b. The risk would not be under 
the jurisdiction of any rating 
bureau and the producer and 
underwriter would have freedom 
of action as to coverage 
rates. 


article, a 


and 
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Getting down to “brass tacks”, 
here are some of the types of risks 
which have shown the most active 
development of the “tailor-made” 
principle in the past 6 months: 
RADIO & TELEVISION STA- 
TIONS: Because of the release of 
new channels by the Federal Com- 
munications Commission and the 
progress made in ultra-high fre- 
quency TV transmission, new TV 
stations are being constructed all 
over the country. The investment 
in new equipment per station may 
run upwards of $500,000., made 
up of the transmitting equipment 
itself, TV cameras and equipment, 
mobile units for remote program 
pick-up and the TV tower and an- 
tenna. 

Many Inland Marine underwrit- 
ers and producers are developing 
“All Risks” types of coverage for 
these exposures, subject usually to 
a modest deductible. Under the 
“Definition”, not be 
included on 


coverage may 
buildings, improve- 


ments and betterments, furniture 
and furnishings and supplies held 
in storage therein (Section D, sub- 
section 4). 

A word of caution here, though. 
Because of the windstorm and ice 
exposures on these enormously high 
TV towers, many underwriters are 
not authorizing very large lines. It 
may take the combined authoriza- 
tion of several Companies to com- 
plete a placing. 
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BULK LIQUIDS POLICIES: Fuel 
oil, vegetable oil and any other 
bulk liquids stored in tanks are 
eligible for Inland Marine cover- 
age. In the case of domestic bulk 
liquids (as distinguished from im- 
ported liquids), the policy may not 
include the risks of fire and inher- 
ent explosion, windstorm, sprinkler 
leakage, earthquake, hail, explo- 
sion, riot or civil commotion. In- 
land Marine coverage can usually 
be obtained on a multi-risk basis 
(excluding these perils in the case 
of domestic liquids), but including 
loss due to “rupture” or “collapse” 
of the tanks. The perils of evapo- 
ration and contamination are also 
usually excluded. 
DEALERS POLICIES: 
“Definition” permits the issuance of 
Inland Marine policies to: 
a. Musical Instrument Deal- 
ers, covering property consisting 


The new 


principally of musical instru- 
ments and their accessories (Ra- 
dios, television, record players 
and combinations thereof are not 
deemed musical instruments) 

b. Camera Dealers, covering 
property consisting principally of 
cameras and their accessories. 

c. Furrier’s covering property 
consisting principally of furs and 
fur garments. 

There is a great deal of activity 
among producers and underwriters 
in developing “All Risks” or “block” 
types of policies for Assured of 


INLAND MARINE 


FORMS 


these types. 

(Note: Jewelers and dealers in 
farm and construction equipment are 
also eligible for Inland Marine cov- 
erage. These coverages have been 
standardized, however, and are 
known as Jeweler’s Block Policies 
and Equipment Dealers Policies. 
Specimen policies and rating infor- 
mation may be obtained from prac- 
tically any company. ) 


Everett J. Brill 


TRANSPORTATION -LOCATION 
FORMS: As generally used, the 
term “Transportation-Location” re- 
fers to that large category of risks 
which have the following factors in 
common: 

1. A bona fide transit exposure 
to or from locations away from 
the Assured’s premises, and 

2. An exposure or risk at such 
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“outside” locations—that is, at 
locations not owned, leased or 
controlled by the Assured. 
The “Transportation-Location” type 
policy is usually tailor-made to fit 
the individual risk and would be 
drawn to provide protection both 
at the “outside” locations and dur- 
ing transit thereto and therefrom. 
Of particular interest and grow- 
ing importance in this connection 
are the coverages which are being 
developed for property sent to out- 
side locations “for the purpose of 
performing work thereon (as distin- 
guished from the making of a com- 
plete article) including the treat- 
ment of, or assemblage of property 
on the premises of bailees”. Prior 
to the adoption of the revised 
“Definition”, Inland Marine under- 
writers are pretty well limited to 
providing coverage at “processing” 
locations—that is, at textile bleach- 
eries, dyers, cleaners and similar 
bailees. How many new risks are 
now eligible under the widened 
scope of the new “Definition” it is 
impossible to say. However, many 
producers are reviewing their com- 
mercial accounts for risks suscep- 
tible to this new treatment, includ- 
ing a reconsideration of accounts 
which had been previously sub- 
mitted for “Transportation - Loca- 
tion” coverage and which were re- 
jected as being ineligible under 
the old rules. Prior to making such 
a review, it is recommended that 
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the producer carefully study Sec- 
tion E, sub-section (n) of the “Defi- 
nition” and that any questions the 
producer may have be discussed 
with a qualified Inland Marine 
underwriter or fieldman. 
DOMESTIC SHIPMENTS: In ad- 
dition to the type of risk discussed 
in the preceding section, Inland 
Marine producers and underwriters 
are alert to the possibilities of pro- 
viding “tailor-made” coverage under 
Section C of the revised “Defini- 
tion”. This section is divided into 
two parts, one referring to domes- 
tic shipments on consignment and 
the other to domestic shipments 
not on consignment. The actual 
wording is as follows: 

“C. DOMESTIC SHIPMENTS 

1. Domestic shipments on con- 
signment, provided the coverage 
of the issuing companies includes 
hazards of transportation. 

(a) Property shipped on con- 
signment for sale or distribution, 
while in transit and not exceed- 
ing one hundred and twenty 
(120) days after arrival at con- 
signee’s premises or other place 
of storage or deposit and 

(b) Property shipped on con- 
signment for exhibit, or trial, or 
approval or auction, while in 
transit, while in the custody of 
others and while being returned. 

2. Domestic shipments not on con- 
signment, providing the coverage 
of the issuing companies includes 
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It is impossible to describe the infinite variety of risks which can be handled 


hazards of transportation, begin- 
ning and ending within the United 
States, provided that such ship- 
ments shall not be covered at man- 
ufacturing premises nor after ar- 
rival at premises owned, leased or 
operated by Assured o1 purchaser, 
nor for more than ninety (90) days 
at other place of storage or deposit, 
except in premises of transportation 
companies or freight forwarders, 


when such storage is incident to 
transportation.” 

The production possibilities of 
this section have been greatly in- 
creased under the new “Definition”. 
The time limitation of 120 days in 
paragraph 1(a) formerly was 30 
days. The limitation of 90 days in 
paragraph 2 also used to be 30 
days. Considering the many risks 
which were written under the old 
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30 day limitations, there is no 
doubt that this Section should be 
kept prominently in mind when re- 
viewing risks for “tailor-made” 
treatment. 

INSTALLATION RISKS: This has 
become one of the most popular 
coverages in the tailor-made field. 
The protection is written in the 
name of the seller or installer of 
machinery and equipment (includ- 
ing plumbing, heating, cooling and 
electrical systems) and covers while 
such property is in transit to the 
place of installation and during the 
period of installation and testing. 
Policies may be written either for 
a single installation at a specified 
location or, if the assured wishes 
to cover all installations made dur- 
ing the year, protection may also 
be secured on that basis. Practi- 
cally every community has one or 
more prospects for this coverage 
and it will frequently be found 
that the prospect does not have in- 
surance of any kind covering these 
exposures, not having been made 
aware of the availability of the 
protection. 

Building materials (such as struc- 
tural steel, lumber, bricks and mor- 
tar), as distinguished from ma- 
chinery and equipment of the type 
mentioned above, may be covered 
in transit to place of installation 
and after arrival thereat. However, 
the “Definition” specifies that such 
coverage must terminate when the 
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materials are installed and have 
become a physical part of the realty 
or when the sellers’ interest ceases, 
whichever first occurs (Section E 
(1) of the “Definition”). 

The above described coverage 
for building materials permits con- 
siderably more latitude than under 
the previous “Definition” and there 
may be a wide field for its devel- 
opment, perhaps as a “tie-in” with 
regular fire builder’s risk coverage 
on the dwellings or other buildings 
for which the “building materials” 
are intended. As yet, little such 
coverage has been written. 

The previous sections of this 


article principally concern them- 
selves with types of coverage which 


are susceptible of class develop- 
ment—that is, there is a multi- 
plicity of prospects for the same 
type coverage and the producer 
can solicit such insurances. 

In the tailor-made category, 
however, there will be many un- 
usual or “single shot” risks that 
will arise and which can _ be 
handled very effectively under a 
tailor-made form. Most frequently, 
a risk of this type will involve the 
transportation of the insured prop- 
erty to or from a location and cov- 
erage at that location for a short 
period of time. To illustrate: 

One—Furs loaned by a furrier 
to a television station for exhibi- 
tion during a_ televised style 
show. Coverage was provided 
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during transit of the furs in the 
assured’s car to the television 
studio, while at such studio prior 
to and during the television pro- 
gram, and thence while in trans- 
it back to the assured’s premises. 
The duration of the risk was ap- 
proximately 24 hours. 

Two—Coverage in the name 
of a church protecting exhibits 
of various kinds borrowed from 
people in the community in con- 
nection with a church bazaar. 
The protection attached when 
the property was delivered in- 
to the custody of the church 
and continuously thereafter until 
safely returned to the owner. 

The term of this policy was one 

week. 

Three—Protection on two ele- 
phants borrowed by a civic or- 
ganization from a circus. The 
elephants were to be exhibited 
at a fair and the “high point” of 
the act was the attempt by a 
professional weight lifter to lift 
both elephants at the same time, 
using heavily constructed wood- 
en platforms. Coverage was pro- 
vided during the transportation 
of the elephants to the fair- 
grounds by truck, while they 
were there and during the return 
trip to the circus. 

The above listing is far from 
complete—in fact, it would be im- 
possible to describe the infinite va- 
riety of risks which can or have 
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been handled under Inland Marine 
forms of this type. 

Obviously, the great value of a 
tailor-made policy lies in the fact 
that it can be drawn exactly to fit 
the specific risk. The emphasis is 
on tailoring the coverage to suit the 
risk rather than adopting the risk 
to fit inflexible policy conditions. 
If the assured wants the maximum 
in protection and is willing to pay 
the required premium, he can usu- 
ally obtain “All Risks” coverage. 
Alternately, if more limited cov- 
erage will suffice, he can obtain 
“named peril” protection at a lower 
premium. 

In any event, a multiplicity of 
policies is avoided, thereby sim- 
plifying the handling for the pro- 
ducer and minimizing or eliminat- 
ing gaps in the protection which 
would be afforded by a combina- 
tion of separate policies. 

Where an annual or continuous- 
term policy is being arranged, most 
frequently the assured can select 
either a reporting form or a non- 
best 
suits his convenience and method 
of conducting business. If a report- 
ing form is selected, the reporting 
period and requirements can usu- 


reporting form, whichever 


ally also be varied. 

Flexibility is the basis of all 
tailor-made Coupled 
with the producer’s knowledge of 
the risk, there is no more effective 
tool in the property insurance field. 


coverages. 





e A widely respected insurance 
executive declares that the 
opportunities in insurance are 
still limitless; here he gives his 
reasons 
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PPORTUNITIES ARE WHERE YOU 

find them and what you make 
of them. They require perception 
as well as recognition. Our readi- 
ness to perceive them and our 
ability to recognize opportunities 
depend a great deal on our state 
of mind. If we are on the defen- 
sive, if we find ourselves continu- 
ally resisting change, if we are in- 
clined to complain that things are 
not what they were, we are likely 
to become despondent and impair 
or blunt our hopes for the future— 
we may even despair of the future. 
The alternative is to regard changes 
as presenting us with challenges, 
to see in them opportunities for 
so molding our thoughts and ac- 
tions that we can move on to 
better things. 

The mind of man is always at 
its best when his thoughts are 
centered on constructive things. It 
The author—Mr. Carson is president of Na- 
tional Surety Corp., and vice president of 


Firemen’s Fund Insurance Companies. He is 
a director of C.1.T. Financial Corp. 


By ELLIS H. CARSON 


is constructive to seek to recog- 
nize conditions as they truly are. 
Only thus can we determine either 
how to meet them or accept them 
or turn them to our best advantage. 

In addition to recognizing change 
we should utilize our imagination 
to forecast what the future may 
hold. We should endeavor to mold 
coming events in the best or most 
suitable patterns and we should 
attempt to determine what influ- 
ences we can rightfully and prop- 
erly bring to bear so that the days 
ahead may truly be regarded as 
full of promise. This kind of atti- 
tude I would define as being crea- 
tive and it is such an attitude that 
will enable us to aspire to and 
reach the greatest heights. 

As insurance men engaged in the 
practice of underwriting we have 
to foresee the possibilities of mis- 
fortune, disaster and catastrophe. 
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We do so in a constructive way by 
endeavoring to measure such con- 
tingencies and their consequences. 
Further, we apply a great deal of 
thought and energy either to pre- 
venting them altogether or to less- 
ening the consequences that result 
from their happening. This, too, 
is creative thinking but perhaps it 
is because of our having to give 
so much attention to possible fu- 
ture misfortune that we are over- 
inclined to forecast a dark future, 
either for our place in the business 
or for the business as a whole. 

A good antidote to this kind of 
thinking is to study the history of 
our business. When you thumb 
through the pages of the insurance 
press or of the proceedings of our 
various industry organizations, you 
will find that fifty years ago and 
more conditions in general did not 
differ very greatly from what they 
are today. Our forefathers were 
presented with very much the same 
kind of problems affecting under- 
writing conditions, agency matters, 
competition, and attitude and ac- 
tions of supervisory authorities. 
Frequently also you will find that 
this person or that was currently 
forecasting the worst in many of 
these respects. All of this, notwith- 
standing, our business has steadily 
progressed in size, in stability and 
in public acceptance. 

Far be it from me to imply for 
a moment that we should be com- 


placent about current conditions. 
On the other hand, I try to prevent 
myself from becoming over-awed 
by them while seeking, in con- 
junction with all those with whom 
I am in contact, to find by careful 
study and research sound ways and 


means of continuing to improve 
our position. We do need, how- 
ever, to guard against standing by 
with the idea that sometime condi- 
tions may return to normal, what- 
ever that expression may be in- 
tended to mean. Rather do I pre- 
fer to follow the wisdom of the 
sage who said “He that considereth 
the winds shall not sow, and he 
that looketh to the clouds shall 
not reap.” 

Let us select a few examples 
of current problems or conditions 
that give us all concern and try 
to see how we can best make the 
most of them. 


MANPOWER SHORTAGES 


We are beset with shortages of 
manpower and have been for the 
last decade or more. This condi- 
tion is something that is likely to 
continue for some years to come, 
therefore, the urge is upon us to 
utilize such manpower as we have 
to the best advantage, to the end 
that it is as productive as sound 
practices and enlightened adminis- 
tration can make it. This requires 
the elimination of duplication as 
between producers and their com- 
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panies. It is in our joint interests 
to take every opportunity to mod- 
ernize our methods and procedures 
and effect economies. This enables 
our people to accomplish more 
individually than they did hitherto. 
Concurrently, it results in econo- 
mies of operation which are most 
essential in coping with competi- 
tive conditions. 

Shortages of manpower also put 
a premium on training. Thus, we 
are witnessing unusual and wide- 
spread efforts by agents and com- 
alike in educating 
training young men and women. 


panies and 
In consequence, I do not hesitate 
to say that the younger people 
been attracted to our 
ranks in this postwar era are as 


who have 
intelligent, alert and as enthusias- 
tic as any I have seen in my thirty- 
two years of experience. We have 
found that we can cut down the 
time necessary to produce compe- 
tent insurance men and women for 
all phases of our operations. Con- 
currently, we have removed a great 
deal of tedium that used to fret 
the patience of newcomers to our 


ranks twenty or more years ago. 
I am not at all despondent in 
this respect but, conversely, am 


very optimistic. Sometimes it is 
well for us to see ourselves as 
others see us. Within the last few 
weeks I was talking with a man 
associated with one of the biggest 
manufacturers of office equipment 
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in the country. He sees people of 
varying positions in all kinds of 
business organizations. He was 
most complimentary on the high 
type of personnel which, from his 
observation, seems to be attracted 
to the ranks of the insurance busi- 
which, is 


ness, all of most en- 


couraging. 
CuRRENT COMPETITION 


There are two current competi- 
tive situations with which we are 
confronted. In great measure these 
affect automobile insurance on pri- 
vate passenger cars. The independ- 
specialty 
made great strides; but we have 
that so have the 
agency stock companies. In these 


ent and writers have 


to remember 


postwar years the volume of busi- 
ness available has been tremendous 
due to forces other than the sell- 
ing initiative of the industry. I am 
referring, of course, to the vast 
quantity of new business which 
has resulted to agents and com- 
panies of all kinds from the passage 
of safety responsibility laws. 

There is a great deal to be done 
in the areas of rating and costs 
though I am not proposing to con- 
centrate on these at this time. The 
writing of automobile 
means a great deal to all of us 
but generally speaking, we stock 
companies in the agency field are 
not specialty writers. 


insurance 


It is neither my inclination nor 
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my desire to be on the defensive. 
We and our agents must be con- 
scious of our strong points. We 
represent a stable, consistent and 
long term market. These charac- 
teristics are essential to the welfare 
and future of the agency system. 
Both we and our producers best 
fulfill our special functions and 
serve our public most adequately) 
by writing a variety of different 
classifications of insurance for each 
We faith in the 
American Agency under 
which the insurance buyer looks 
to his agent to furnish the best 
insurance protection at a reason- 
able cost. If a person in your fam- 
ily is sick or injured you do not 
shop among the doctors for the 
lowest fee but go to your family 
physician in whom you have con- 
fidence or to a reputable specialist 
who is worthy of the highest rec- 
ommendation. In like manner, 
solid citizens will continue to de- 
pend upon their agents to provide 
insurance protection in a market 
which, when the need arises, will 
fulfill obligations with courtesy, 
liberality and dispatch. 

The pressure of competition in 
connection with automobile insur- 
ance gives us all the impetus to 
strengthen our position in connec- 
tion with other lines of insurance. 
This is desirable if only for the 
purpose of achieving diversity, a 
most desirable characteristic of an 


insured. have 


System 
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insurance company and, I submit 
also, of an insurance agency. We 
like to see producers conducting 
a general insurance business. In 
addition to this being good for us, 
it is good also for the producers. 
The history of the past few years 
has demonstrated once again that 
it is the agents who have diversi- 
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fied and balanced portfolios with 
their companies who have escaped 
or kept to a minimum market diffi- 
culties with their company con- 
nections. 

Competition, for what are some- 
times referred to as “bread and 
butter” lines, such as automobile 
insurance and run-of-the-mill fire 


insurance risks, including private 
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dwelling insurance, as a whole 
category, are making us all realize 
the desirability of and the prospects 
inherent in concentrating on un- 
derdeveloped areas of coverage. 
It is in these areas that agents and 
their companies are best qualified 
to operate. Here they have poten- 
tialities far beyond those of the 
direct writers. 

Let me emphasize that one 
source of great strength underly- 
ing the agency system is the com- 
plete confidence which it has es- 
tablished with the public and 
which it has maintained through 
a close personal contact and per- 
sonal service. This public confi- 
dence in local agents is one of the 
principal means by which the in- 
surance business has been built. 


SUCCESSFUL METHOD 


It is because of this confidence 
that agency forces have been so 
successful in promoting the de- 
velopment of new forms and im- 
proved coverages. The agency 
method has proved to be the most 
successful method for handling and 
servicing the more complicated 
lines of insurance and suretyship. 

The great strength and vitality 
of agents is summed up in this 
assertion. Confirmation may be 
found in statistics. For example, 
agents enjoy a virtual monopoly 
in the following lines. Stock com- 
panies through their agents write 
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99% of all Surety Bonds 

95% of all Fidelity Insurance 

95% of all Burglary Insurance 

96% of all Inland Marine In- 
surance. 

In stressing these kinds of in- 
surance, I am referring to classes 
of major importance. The country- 
wide writings of fidelity, surety 
and burglary business aggregated 
about $250 million in 1952. Also 
we have it on good authority 
that 95 percent of business con- 
cerns do not carry fidelity protec- 
tion, and 94 percent do not carry 
broad form money and securities 
policies. This shows that we have 
scarcely scratched the surface. In- 
land marine writings in 1952 
totaled in excess of $250 million. 
Thus in the coverages which I have 
singled out for special emphasis 
we are talking about annual pre- 
miums in excess of $500 million. 

In the light of their rapid growth 
during the past several years, it is 
well within the bounds of possi- 
bility that these lines could be 
doubled and reach a billion dollars 
in the next 7 years or so. Because 
they cannot be sold by the mail 
order route and because they rep- 
resent classifications as yet but 
sparsely developed when viewed 
against the foreseeable possibili- 
ties, I am confident that most of 
this additional $500 million of pre- 
mium, which I predict should be 
written during the next 7 years, 
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Insurance men must foresee misfortune, disaster and catastrophe 


will be sold through the efforts of 
agents and brokers of capital stock 
companies. 

An outstanding example of the 
effectiveness of agents in the sale 
of unusual types of coverage was 
developed recently within our own 
organization. The example arose 
from production efforts following 
a substantial loss to valuable papers 
in Columbus, Ohio. The loss pay- 


ment, which was the full policy 
amount of $35,000, and the ac- 
knowledgment of the assured were 
most newsworthy. The loss seemed 
to provide a perfect set-up for 
development of additional busi- 
ness through extensive advertising 
aimed directly toward prospective 
purchasers—with proper protection 
of agency interests. Well-designed 
advertising copy was prepared by 
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consulting experts, for magazine 
and direct mail use. The policies 
advertised were the Valuable 
Papers and Accounts Receivable 
forms. 

The mailing piece was sent to 
some 20,000 addressees, including 
architects, title compa- 
nies, credit fraternal 
order secretaries. Simultaneously, 
advertisements were placed in sev- 


insurance 


men, and 


eral leading business publications. 
Local agents were tied in with all 
advertising. Return coupons were 
included to facilitate inquiries. The 
results from that advertising effort 
were disappointing — more 
particularly in view of the excel- 
lent case history and fine adver- 
tising copy. 

Does _ this 
agency companies are not a factor 
in the development of new and 
unusual lines—why agents’ strength 
and vitality is in such lines—and 


very 


explain why non- 


why agents and their companies 
have a virtual monopoly in the 
fidelity, surety, burglary and _ in- 
land marine lines? 


PERSONAL SOLICITATION 


By contrast to this advertising 
campaign, I would like to record 
the results of the coordinated ef- 
forts of a few of our agents and 
company special agents on the 
same forms of coverage. The very 
same advertising material was used 
but this time in personal solicita- 
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tion by our agents, assisted in one 
degree or another by our special 


agents or branch managers. The 
combined effort of these relatively 
few agents and fieldmen produced 
78 policies with premiums of 
$18,703, as against 4 policies and 
$526 of premiums for the 20,000 
mailing pieces sent to a highly 
selective list. This is dramatic evi- 
dence of the production capacity 
of agents in the sphere where they 
have the greatest strength. 


Cut-RATE APPEAL 


Though disappointed at the 
sparse results of extensive adver- 
tising of the highest order, skill- 
fully directed to the most selective 
tvpe of reflected 
that this is the method usually used 


prospects, we 


by non-agency writers. The excep- 
tion is that they are dangling a 
cut-rate appeal for standardized 
coverages, usually automobile in- 
surance. That our mail and adver- 
tising program was non-productive 
despite the prominent “playing-up” 
of our local agents demonstrates 
once again the necessity for person- 
selling between agent 
and prospect where the forms of 


to-person 


insurance involved are not so well 
understood nor universally pur- 
chased. 

Developments of this kind re- 
quire a great deal of individual 
effort. This is by no means peculiar 
to the sale of insurance. Most busi- 
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nesses are feeling the effect of a 
buyer’s market and having to trim 
their sails accordingly. In a recent 
issue of the Wall Street Journal, 
there was an article about a bank 
in one of the mid-central states 
that is launching a door-to-door 
sales drive to new bank 
accounts. Even today, this is quite 
a surprising announcement from 
what we ordinarily regard as a 
conservative kind of business. The 
president of the bank concerned 
explained in a statement “As a 
bank we are facing the fact we 
have credit sell. 
We either continue to let our goods 
stand on the shelves and wait for 


secure 


and services to 


people to come in or go out and 


try to bring them in. The first is 
called merchandising, the other 
salesmanship. We think its time 
to sell”. Opportunities for selling 
are now being presented in the 
fields of fidelity and burglary in- 
surance by the unfortunate rash 
of defalcations, holdups and rob- 
beries which is prevalent in several 
parts of the country. This is the 
time to go after this kind of busi- 
ness as one of our senior burglary 
underwriters wrote to a 
manager who was drawing atten- 
tion to unusual crime situations in 
his territory. “Continue to write 
business in the same sound fashion 
vou have done in the past and 
just remember one thing, Bill, if 
this land of ours was Utopia and 


branch 
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we did not have any burglaries or 
robberies, what would happen to 
our business.” 


SyYsTEM STRENGTH 


Now is the time for self-ap- 
praisal; to find out what are the 
areas in which lie our greatest 
strength; in what directions can 
we be most productive. I have just 
quoted you some figures to demon- 
strate the over-whelming strength 
of agents in developing certain 
Now I would 
like to quote some comments hav- 


lines of insurance. 


ing to do with the strength of the 
agency system as a whole. 

In filing an answer to the De- 
partment of Justice anti-trust suit, 
the attorneys for the Insurance 
Board of had this to 


say: 


Cleveland 
“It has . . . been demonstrated 
by long experience that the in- 
terests of the policyholder are 
better served by the independent 
local agent than by salaried em- 
ployees of insurance companies 
maintaining local branch offices 
for the reason that such em- 
ployees, by the discipline of 
their employment, are required 
to submit without question to 
the business policies and prac- 
tices laid down by their superi- 
ors, whether such business poli- 
cies or practices be in the interest 
of the policyholder or otherwise.” 


We all recognize that at the 
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present time there is immense com- 
petition for media of distribution 
in all lines of insurance. Finance 
companies are using their install- 
ment divisions for this purpose; 
farmers’ groups their Bureau mem- 
bership; Allstate their retail and 
mail order organizations and, most 
recently, labor unions their organi- 
zation of locals. Most of these 
media are concerned with only one 
or only a very few kinds of insur- 
ance. By the very nature of things, 
therefore, their representatives can- 
not begin to compare with quali- 
fied agents and brokers in their 
knowledge of the fundamentals of 
insurance, in the diversity of their 
experience and in their familiarity 
with underwriting, rating and loss 
and _proce- 
dures. These representatives are 
not independent, they are tied to 
the one market. 

In contrast, the American Agen- 
cy System is a medium of distribu- 
tion, the majority of whose mem- 
bers are knowledgeable, influential 
and self-reliant. The fire, casualty 
and surety business was built upon 
it. Though some adaptations are 
desirable to meet current condi- 
tions and to conform to current 
tempos, I believe in the future of 
the Agency System. It will endure. 

We are now in a period of defi- 
nite and observable transition. 
Companies and producers alike 
require stimulation at all points 


adjusting principles 


to meet the challenge of a buyer’s 
market and to work together to 
make of the agency stock company 
segment of the industry a more 
effective instrument for serving the 
insuring public. 

I should like to conclude with 
a formula. It is based on the Latin 
phrase so familiar to young stu- 
dents of geometry. “Q.E.D.”— 
“quod erat demonstrandum”—which 
had to be proved. 

Now for my interpretation and 
the formula. Let “Q” stand for 
quality, “E” for enthusiasm and 
“D” for determination and the re- 
sult will be GREAT OprorTuNITIES. 
Quality relates to quality of serv- 
ice, quality of knowledge, quality 
of the markets and insurance you 
recommend, and quality of per- 
formance. Enthusiasm should be 
founded on the accomplishments 
of the past; on the standing and 
stability of the business as it is 
today, and upon our realization of 
the high caliber of the men and 
women engaged in it in all its as- 
pects. Enthusiasm should be de- 
rived from our faith in the future 
of our country and our conviction 
that we, dedicating ourselves to 
serve the best interests of our pub- 
lic, will follow along in their ad- 
vancement to better things. As 
regards determination, let it be 
such that we can “Seize now and 
here the hour that is and not some 
later day.” 





Usable Ideas for Today 


Memory Carps 

Here’s an idea used by an agent 
who had a history of fumbling for 
quick answers to his customers’ objec- 
tions and questions, 

To jog his sluggish memory, the 
agent collected questions and answers 
which he encountered in his business. 
He recorded them on small file cards— 
query on one side, reply on the other. 
He soon found that by putting the 
problems into writing on the cards, 
plus taking a few peeks now and then, 
he could quickly memorize the an- 
swers. 

—Cravens, Dargan Review 
, 
House OrGANsS 

If you are doing business in a large 
risk, one of the advantages is that you 
can often do business with many of 
the employees. With all the thought 
that is being given to employee rela- 
tions today nearly all big companies 
have internal employee house organs. 
These are full of news of promotions, 
birthdays, anniversaries, engagements, 
births, hobbies—all personal items 


pointing to insurance needs. Get ac- 
quainted with the editor or the per- 
sonnel manager and ask to be put on 
the list. —The Marylander 


,  ¢ 


Basy Biss 

To each new baby in town one agent 
sends a small plastic bib (costing him 
about 17¢). Three times a day mother 
and dad look down to see the message 
imprinted on the bib: “And for insur- 
ance protection, see % 


—The Marylander 
+ # 


Tak CENTS 

One of the best canvassing agents 
we know dropped in the other day and 
reminded us of an old technique that 
is still new: 

When quoting premiums don’t say 
how much it is a year—break it into 
days. 

“It will only cost about 10 cents per 
day.” 

Funny, how much cheaper it sounds! 

—The General’s Review 
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Cueck STUFFER 
One agent pays all his bills—per- 
sonal and business—by check. Every 
time he sends a check, he encloses an 
insurance envelope stuffer of some sort. 
Indirectly this brochure as much as 
says, “I do business with you. Why 
don’t you do business with me?” 
—The Marylander 
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Have You Soip Tuis? 

Picture in your mind’s eye a bui!d- 
ing insured against fire up to 100% of 
its actual value. Then picture a blaze 
striking it and bringing to the owner, 
as a result of the fire, an uninsured 
loss! Can you imagine a situation of 
that kind? Sound almost impossible? 

Yes, it seems that circumstances of 
this kind could not—or at least should 
not—occur; but they do occur just the 
same—unless we take proper steps to 
prevent them. 

How could it happen? Most of our 
cities have building codes which regu- 
late the construction of buildings and 
also the repair of fire-damaged build- 
ings. The most general provision is 
that buildings damaged in excess of 
50% of their value may be ordered de- 
molished. If this happens, the building 
owner collects his actual fire damage 
but loses the value of the remaining 
portion of the building, if it is ordered 
demolished, unless his agent thought 
to attach a Demolition endorsement to 
the policy. 

This endorsement appears to be 
available in all jurisdictions and ex- 
tends the policy to cover loss from 
demolition of any part of a building 
remaining after a fire which is ordered 
demolished by the civil authorities. 

The endorsement is not limited to 
the fire hazard alone but may be writ- 
ten in conncction with any insurable 


hazard. It is also possible to add a 
special form of this endorsement to 
policies covering Business Interrup- 
tion, Rents, and Leasehold Interest. 
Demolition insurance is almost for- 
gotten in the business today and 
should provide a good talking point 
for the producer, particularly in older 
cities which have adopted building 
codes in the last several years. 
—Fireman’s Fund Record 


7 7 5 


Ilow Do You Stanp? 

A $17,500 defalcation was discov- 
ered following the recent disappear- 
ance of the bookkeeper and office 
manager of a prominent insurance 
agent. 

The agent had the foresight to carry 
a Blanket Position bond, but unfor- 
tunately for only $2,500, which left a 
net uninsured loss of $15,000. 

How many agencies could stand a 
$17,500 loss? This loss could have 
been fully covered for an annual aver- 
age cost of $106.31. 

An agent who is convinced of the 
wisdom of carrying Dishonesty insur- 
ance for his own protection is in a 
better position to sell Fidelity bonds 
to his clients. 

—The General Agent 
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AGENT CERTIFICATE 
To each of his business clients an 
agent issues an important-looking cer- 
tificate that reads: “This is to certify 
that (client’s name) has his insurance 
written with (agent’s name). This in- 
surance has been placed with sound 
capital stock companies that insure 
the cream of American business and 
industry.” Some clients, impressed, 
framed and hung the certificates. 
—The Marylander 





e The agent should be alert for 
all publicity opportunities in 
his own community; the fol- 
lowing article can be a check- 
list of your agency activities 


Publicity and the Agent 


T SHOULD BE SAFE TO STATE that 
[a majority of insurance agents 
a quite substantial majority, in fact 
-are sold on the value of advertis- 
ing and use it regularly as a means 
of developing new business and 
making themselves better known in 
the community. It’s doubtful, how- 
ever, whether this is the case with 
another instrument of promotion, 
publicity, which in its own way 
can accomplish the very same ob- 
jectives. 

In a really well-rounded promo- 
tional program, advertising and 
publicity function as partners. The 
distinctive features of one augment 
and complement the other. Adver- 
tising and publicity have a com- 
mon goal—to sell a product or 
But they differ markedly 
in the approach and methods which 


service. 


they employ to attain that goal. 


The author—Mr. Elliott 
and editorial duties in the sales promotion 
department of Hartford Accident and In- 
demnity Co. He is contributing editor of 
The Hartford Agent. 


handles publici‘y 


By CHARLES ELLIOTT 


Advertising, as the term is gen- 
erally applied, costs money. An 
agent pays for advertising space in 
a newspaper or for commercial 
time over a radio station. Because 
he pays he can specify and control 
what is to be said in his ad or 
commercial, 

Publicity, on the other hand, in- 
volves no expense on the part of 
the agent except that represented 
by the productive time he spends 
in obtaining the publicity. And be- 
cause publicity is free, the agent 
cannot prescribe the form or man- 
ner in which it is to appear. He 
can only suggest. Furthermore he 
can never be _ absolutely 
whether his efforts to get publicity 
are going to bear fruit. 

Publicity, then, is to some de- 
gree a gamble. But the odds are 
definitely on the agent’s side if he 
is determined to make publicity an 


sure 
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integral part of his promotional 
set up and give it the same atten- 
tion he probably accords his adver- 
tising activities. 

All publicity effort should be 
carried on in the light of one vitally 
important consideration: today the 
Fourth Estate generally regards 
news of the market place as de- 
sirable news as long as it meets 
the test of actually being news and 
not propaganda or advertising dis- 
guised in editorial clothing. With 
very few exceptions, editors are 
laudably adamant in this position 
and consequently review with con- 
siderable care any material sub- 
mitted by business interests. 


ACCEPTABLE NEws 


What is acceptable news from 
the editor’s point of view? It’s next 
to impossible to give an answer 
which would hold true for every 
community that has a newspaper, 
for editors themselves disagree on 


this point. Most newspapermen, 
however, probably would concur 
with the following comments made 
by the editorial director of two pa- 
pers in a medium-sized city in New 
York State: 

“In a general way we apply the 
same test to all stories or informa- 
tion reaching us—the question of 
whether they are news according to 
a newspaperman’s definition. In 
other words, is it something of gen- 
eral interest? Some people contend 
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that advertising is news and that 
is true judging from the way wo- 
men read it, but it does not meet 
our editorial definition. 

“If a man is licensed to sell in- 
surance, or is promoted by his com- 
pany or agency, or is arrested for 
stealing premium payments, that is 
news. If there is a general increase 
or decrease ordered in insurance 
rates such as on motor vehicles, 
that is news. If a given company 
should introduce some new and un- 
usual type of coverage, that would 
be news.” 

Another editor, from an Ohio 
community, refers to the “dollar 
dividing line” between news (or 
publicity) and advertising. On one 
side of this line, he explains, is 
“publicity intended mainly to help 
some business expand its volume 
and make money for its owners.” 
Clearly, he adds, this comes under 
the head of advertising and “should 
be paid for as such.” 

“One of my _ often-expressed 
views,” this editor points out, “has 
been that if a newspaper helps sell 
goods or services for some indi- 
vidual or firm it is entitled to pay 
on the same principle that salesmen 
are paid. But in the event of some 
development in a business in which 
interest and value to the public 
clearly transcend any possible mon- 
etary profit, or better still, is en- 
tirely separate and distinct from 
that element, there seems to be 
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every reason why the facts con- 
stitute what can be regarded as 
news or feature material for a 
newspaper. 

“Often the ‘dollar dividing line’ 
is difficult to determine and the 
decision must then rest with a 
newspapers editorial judgment. 
Business interests submitting ma- 
terial for publication should always 
respect that judgment. Argument 
that an editor is mistaken in not 
evaluating something as news or 
feature material instead of com- 
mercial publicity is likely to be 
resented by him. Judging and se- 
lecting what shall go into his paper 
is his business and it is to be as- 
sumed that he knows his business; 
otherwise he wouldn't be in that 
line of work.” 

Every agent should evaluate for 
himself the opportunities which 
exist in his own community for 
getting his name into print in con- 
nection with events and activities 
that an editor is likely to accept as 
news. 

Generally these opportunities 
fall into three classifications: 1) 
Publicity involving the agency; 
2) Publicity about the agent him- 
self and his extra-curricular activi- 
ties; 3) Publicity which advances 
the interests of the entire insurance 
fraternity and the individual agent. 
These three types of publicity are 
at once separate and inter-related. 
Sometimes a story involving an 
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agent belongs in varying degrees 
in all three categories. 

1) Opening of new or remodeled 
offices. Most papers consider this 
news and will publish articles de- 
scribing the quarters. Some also 
will carry pictures. 

2) Personnel appointments and 
promotions. Rare is the newspaper 


Charles Elliott 


today which does not regard as 
legitimate news the addition of 
a new partner to an agency busi- 
ness, the election of a new officer 
or any other change of importance 
involving the agency staff. 

8) Establishment of a new 
agency or a change in the owner- 
ship of an existing agency. 

4) Observance of an agency an- 
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niversary. Newspapers are espe- 
cially interested in publicizing an 
anniversary because the very fact 
that an agency has been in busi- 
ness “X” number of years means it 
is undoubtedly well known to read- 
ers and a respected, valued mem- 
ber of the business community. 

5) New policies introduced by 
a company which the agency rep- 
resents. Chances are in cases like 
this, the company will supply the 
agent with the necessary publicity 
However, it 


material. is always 


wise for the agent to review this 
material before submitting it to the 
paper for the purpose of seeing if 
anything can be improved or ad- 
justed to give it more of a local 
flavor or put it more in line with 


local editorial requirements. 
ALERT FOR NEws 


6) Appointment of the agent to 
represent a new company. Here 
again the company and agent can 
cooperate in getting publicity. 

7) Observance of an anniversary 
as an agent for a particular com- 
pany—e.g., 25 years as agent for 
XYZ Fire and Casualty Company. 
The Company can also be of help 
with this type of publicity. 

8) Examples of outstanding 
claim service. The agent should 
ever be alert for news stories that 
illustrate the speed and fairness 
with which the companies he rep- 
resents settle all just claims. As 
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an example take a bank robbery 
which is given big play in the local 
press. The check covering the 
amount of the loss is turned over 
to the bank by its insurance carrier 
a short time after the hold-up. The 
agent should notify the paper of 
that fact and, if possible, arrange 
with the editor to have a photo- 
graph taken of the presentation of 
the claim check by the agent and a 
company representative. 

9) Attendance at out-of-town 
meetings and conven- 
tions. At least a paragraph is apt 
to result if the agent lets the paper 
know a few days before he leaves 
for a state, regional or national 
convention. 

10) Large or otherwise unusual 
policies. For instance, the paper 
might publish an item about a siz- 
able contract bond executed by an 
agent or an_ out-of-the-ordinary 
group health and accident policy 
covering the employees of a local 
industrial concern. Before releasing 
any information of this character to 
the press, the agent would do well 
to find out whether it has the ap- 
proval of the insured for whom the 
policy or bond has been written. 

11) Attendance at company 
training centers or other insurance 
schools. Newspaper publicity is an 
ideal way for the agent to exploit 
the prestige value that comes from 
pursuing special courses of study 
which broaden his knowledge of 


insurance 








PUBLICITY AND 


THE AGENT 


Every agent should evaluate the publicity opportunities in his community 


the business and equip him to do a 
better job of serving his policy- 
holders. There’s a good chance the 


paper in his home community will 


carry an item both before he be- 
gins the course and after he com- 
pletes it. 

12) Articles in 
and company magazines. When an 


trade journals 


insurance periodical publishes an 


article which he authored, the 


local paper 
More than likely 
consider 


agent should let his 
about it. 


will 


know 
the editor 
news, and any publicity which re- 


this as 


sults will enhance the agent’s busi- 
ness standing. 

In the 
activity, the agent can just about 
write his own ticket from a pub- 
licity standpoint. If he gives will- 
his time and talents to 


area of ext ra-curricular 


ingly of 
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undertakings such as the Red Cross 
drive, the Community Chest cam- 
paign and various civic betterment 
projects, he will become known. 

Traffic safety programs fall into 
this category. By taking a leading 
role in local safety drives, the agent 
can accomplish the two-fold pur- 
pose of (1) working for an im- 
provement in the local Automo- 
bile Insurance situation through ae- 
cident prevention activity; (2) re- 
ceiving worthwhile publicity in 


recognition of this service. 

More about the value of per- 
sonal publicity is contained in these 
remarks by a Missouri agent: “A 
good first rule is for the agent to 
get himself into the civic swim. 
By this I do not mean that an agent 


should be a ‘joiner. The agent 
who gets ahead in his community 
is the one who really tries to do 
something to contribute to its im- 
provement. Somewhere along the 
way, he can be sure, his achieve- 
ments will be recognized, and there 
is always some really good news- 
paper publicity involved. If the 
agent pulls for the Community 
Chest, works for better schools, 
aids in the recreation programs or 
helps in any other way to make 
the community a better place to 
live, he provides a service that is 
recognized. He becomes a valued 
citizen in his community, and as 
such, retains some business because 
of that position.” 


September 


In many agencies, the “boss” 
isn’t the only active participant in 
the life of the community. Other 
agency staff members do their 
share, too. This of course multi- 
plies the opportunities for publi- 
city. On that point an executive 
of a large Midwestern agency 
makes the following observation: 
“We discovered long ago that the 
use of names of people in your 
organization is excellent publicity 
when the agency’s name can be 
used in connection with the em- 
ployee’s name. This arises princi- 
pally from the participation of em- 
ployees in civic affairs or other 
local activities which have a gen- 
eral news interest.” 


PUBLICITY FOR THE INDUSTRY 


The agent is the industry’s first 
line of defense and offense in its 
efforts to gain greater understand- 
ing and respect on the part of the 
insurance-buying public. It’s the 
agent who has the most frequent, 
intimate contact with that public. 
Who, then, is in a more favorable 
position to give the public the facts 
—the right facts—about the insur- 
ance business? In so doing, the 
agent is advancing the interests of 
not just the industry as such, but 
more important, those of the indi- 
viduals who earn their livelihood in 
it. Since he is one of those individ- 
uals, it is apparent that the agent 
has a direct personal stake in this 
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job of achieving better public rela- 
tions through education of public. 

Getting the facts to the public 
can be accomplished in many ways. 
In this particular article, we are 
concerned with just one method 
but certainly one of the most effec- 
tive—newspaper publicity. 

A subject of considerable public 
interest is that of insurance rates, 
particularly in the Automobile lines. 
These days, any changes in rates 
are sure to be given prominent 
newspaper attention. The manner 
in which announcements of rate 
changes are presented in the press 
can have a profound influence on 
public reaction to the revisions. 

A vast majority of editors and 
reporters are men of open and fair 
minds. They want to present all 
news stories as completely, im- 
partially and accurately as possible 
—and stories dealing with matters 
such as insurance rate changes are 
no exception. For that reason, 
newspapermen welcome offers of 
cooperation and assistance from 
authoritative sources. Agents can 
and should offer such help on in- 
surance matters. 


HANDLE JOINTLY 


Since the entire insurance fra- 
ternity of any community has a 
stake in newspaper publicity on 
rate revisions, it is to the advantage 
of all concerned that relations with 
the press in this area be handled on 
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a joint basis. Where there is a 
local association of agents, the re- 
sponsibility of working with the 
paper can be delegated to one 
individual or one committee—per- 
haps the public relations commit- 
tee, if one is already functioning. 
Where there is no formal organiza- 
tion, all agents can get together 
and select one individual to repre- 
sent the entire group. 

An editor appreciates this kind 
of help. He’s glad to know that it’s 
at his disposal whenever he needs 
it. And the very existence of this 
source of assistance can head off 
trouble before it starts. An ex- 
ample of this is found in the fol- 
lowing case related by an agent in 
a Midwestern state: 

“Some months ago a rumor 
was started that Fire Insurance 
rates were to be reduced in our 
town. One of the newspapers 
called to see if there was any- 
thing to the story. We had no 
knowledge of any change com- 
ing in the near future, but we 
asked the paper to give us time 
to verify it with the rating 
bureau. We wrote the bureau 
and had a reply in 48 hours. 
There was no rate change un- 
der consideration. This infor- 
mation was immediately relayed 
on to the newspaper, and they 
were appreciative. No story ap- 
peared.” 

A working press information pro- 
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gram among the agents of a com- 
munity can also be of immense 
benefit in connection with news- 
paper handling of stories relating 
to legislation affecting the insur- 
ance business. The agents can help 
to explain to the paper just what 
the legislation consists of and what 
it means to the average 
An excellent example of such legis- 
lation is the Security-type Financial 
Responsibility Law. 


citizen. 


HARMONIOUS RELATIONSHIP 


Good press relations are the very 
foundation of a successful publicity 
program. Obviously the agent who 
doesn’t get along well with his lo- 
cal paper will not receive the at- 
tention and consideration which is 
accorded the agent who has estab- 
lished a harmonious relationship 
with the editorial staff. Here are 
some practical suggestions for 
working with the press: 

1) It pays an agent to become 
well acquainted with the editor of 
his local paper, and if possible, 
with the reporters and other mem- 
bers of the editorial department. 
Editors are generally cordial and 
easy to contact and usually are 
glad to have material offered for 
their consid+ ration. 

2) The news which an agent 
offers to the paper is seldom of 
“stop-the-press” urgency. How- 
ever, news should be reported as 
promptly as possible, since time- 
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liness is of essential importance to 
the newspaperman. Most papers 
are not interested in carrying a 
story on a new agency office two 
months after the quarters have 
been occupied. 

3) It’s much better for all con- 
cerned if news items are submit- 
ted in typewritten form, double- 
spaced. In situations, par- 
ticularly where time is of the es- 
sence, the telephone must be used. 
But where possible, the material 
should be typewritten to reduce the 
chance of misunderstanding and 
error which may result when news 


some 


is given over the phone. 

4) A corollary to the preceding 
point is the important matter of 
giving as many facts as possible on 
a cerain story and setting them 
forth clearly and concisely. It’s 
better to supply too much informa- 
tion than too little, since it’s rela- 
tively simple for an editor to de- 
lete any material he feels is not 
necessary or pertinent. Agents 
need not be concerned about pre- 
paring a polished article which 
measures up to accepted news- 
paper standards for style and com- 
position. That’s the job of the 
paper’s editorial staff, which is 
made up of specialists in the field. 
If an agent does write what he 
regards as a finished piece suitable 
for publication as submitted, he 
shouldn’t become upset if substan- 
tial changes in copy are made. 
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5) It’s good idea for the agent 
to make sure the paper has a suit- 
able recent photograph of him. 
The picture which is in the paper’s 
“morgue” or file may be 15, 20 
years old or even more. 

6) Agent can help cement rela- 
tions with the editor by develop- 
ing a “nose for news.” Because his 


business takes him into various 


parts of the community and into 
contact with a great many people, 
the agent is in a position to pick 
up small bits of human interest 
which are good “fodder” for news- 
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papers. The editor is glad to learn 
of an unusual happening on the 
local scene so that he can build 
an item around it. In some cases, 
the item might include mention of 
the fact that the happening was 
brought to the attention of the 
paper by the agent. 

By keeping these points in mind 
and remembering always that edi- 
tors want news, not business prop- 
aganda, the agent can build a 
sound program of press relations 
which will enable him to make the 
most of his publicity opportunities. 


A teen-age girl was invited to her first formal 
dance. She wanted to get a sophisticated off- 


the-shoulder evening gown. Her 


mother ob- 


jected that she was too young to be wearing 


such a daring costume. 


A violent family quarrel ensued. 
Her father finally settled it thus: 
“Let her try it on. If it stays up, she’s old 


enough to wear it.” 


—North Dakota Wahosiyapi 





... AUTOMOBILE 


Wrapped Rap. When he heard that 
the police were holding a package 
with his name on it, a construction 
worker in Hartford hurried down to 
the police station, soon found his 
‘package’: a warrant for his arrest on 


reckless-driving charge . . . Shining 
Oath. In Perrysburg, Ohio, charged 
with waving a sign reading “Speed 
Trap Ahead,” then shepherding 12 
cars safely past police radar check- 
point, a scoutmaster was fined $50 
despite his plea: “I just wanted to do 
a good turn” . . . Rubber Check. In 
San Francisco, an auto dealer’s ads 
read: “Come on in, browse around. 
Kick the tires” 100% Proof. 
Charged with drunken driving, a 
North Sacramento man pleaded inno- 
cent, was asked if he had any wit- 
nesses, got 6 months upon replying: 
“No sir, judge. They were all drunker 
than I was.” 


... BURGLARY AND THEFT 
Hog Caller, A thief in New York 
broke into the home of a song writer, 
stealing 200 phonograph records—all 
of various styles of hog calls . . 
Night Crawler. A Dallas man reported 
to police he awoke during the night 
to find his blanket crawling off bed 
toward open window, he found long 
wire shoved through screen and 
hooked to blanket but thief fled .. . 
Double KO. In Philadelphia, a police 
captain watched a lightweight suffer 
TKO in a semi-final bout, waited in 
dressing room, arrested him for rob- 
bery. 


... FIRE 
Burning Hate. A Clinton, Ohio resi- 
dent told sheriff’s deputies that he 
had set 27 fires, 11 in one day, be- 
cause he disliked the town marshal 
and wanted “to see him work”... 
Badge-red. A scout leader of Pasadena 
admitted to police he had set fire to 
scout headquarters, he felt his work 
was not appreciated . . . Reel Lure. 
After her husband struck her with a 
fishing pole and then gone fishing 
with a crony, a Columbus, Ohio, 
woman doused her home with kero- 
sene, set match to it, and watched it 
burn to ground . . . Book Burner. An 
arsonist in New Orleans, confessed he 
helped set fire to five public schools, 
doing $85,000 damage, because he 
had only been through the first grade 
and “didn’t want to see anyone else 
get an education.” 


... UNCLASSIFIED 
Rookie Rampant. Ordered to “clear 
Market Street of bums” in Wheeling, 
W. Va., a rookie patrolman went to 
work, sent packing, a banker, two 
insurance executives, a detective, two 
city councilmen. 
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